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Executive Summary

This draft regulatory eval uation exam nes the costs and
benefits of requiring the certification of conpanies in the
busi ness of screening carrier passengers, checked baggage,
and cargo at airports. This action is being taken in
response to the recommendations of the White House

Conmi ssion on Aviation Safety and Security and the
subsequent requirenment from Congress in the Federal Aviation
Reaut hori zati on Act of 199%6.

Thi s rul emaki ng has two objectives: to propose procedures
for certification of screening conpanies and to propose
requi rements to inprove screening. The Federal Aviation
Adm ni stration (FAA) believes that this proposal would

i nprove performance, inprove the consistency and quality of
screening, and neet the Congressional mandate. The FAA
proposes to achieve the regulatory objectives by creating a
new part 111 that would contain all requirenents for
Screeni ng conpani es. The proposal would affect the
screening that is done by inspecting persons or property.
This proposed rule would not shift responsibility to
screeni ng conpani es, but rather would ensure that those who
conduct screening are fully qualified to do so. Scr eeni ng
conpani es would have primary responsibility for the day-to-
day operation of the screening location while carriers would
be held accountable for repeated failure to conply with the
regul ati ons.

Ten year costs of this proposed rule sumto $300.02 mllion
(net present value, $219.22 mllion). These costs would be
borne by the screening conpanies, part 108 air carriers
(also referred to direct air carriers), part 109 carriers
(also referred to as indirect air carriers), foreign air
carriers, and the FAA. These costs would be nore than
offset if they avoid a substantial nunber of fatalities by
preventing one Cass | Explosion on board an aircraft (an
incident that involves the loss of an entire aircraft and a
| arge nunber of fatalities) in the United States over the
next 10 years.

The proposed rule would inpose a significant econom ¢ inpact
on a substantial nunber of small entities. In ternms of
international trade, the proposed rule would neither inpose
a conpetitive trade di sadvantage to U S. air carriers
operating donmestically nor to foreign air carriers deplaning
or enpl aning passengers within the United States. In terns
of the Unfunded Mandates Act, the proposed rule would not
contain any Federal intergovernmental nandates or private
sector mandat es.



. I ntroducti on and Background

Foll ow ng the :rash of TWA 800 on July 17, 1996, the
President created the Wite House Conmm ssion on Aviation
Safety and Security (the Commi ssion). The Conm ssion issued
an Initial Report on Septenber 9, 1996, with 20 specific
reconmendations for inproving security, one of which called
for the devel opment of uniform performance standards for the
selection, training, certification, and recertification of
screeni ng conpani es and their enpl oyees.

Partially in response to the Comm ssion, Section 302 of
the Federal Aviation Reauthorization Act of 1896, Pub. L.
104-264 (the Act) had the follow ng requirenent:

The Administrator of the Federal Aviation

Adm nistration is directed to certify conpanies
provi ding security screening and to inprove the
training and testing of security screeners through
devel oprment of uniform performance standards for
provi ding security screening services.

In response to the Congressional nandate and to the

Conmi ssion report, the FAA published an ANPRM on March 17,
1997, requesting comments on certification of conpanies
provi ding security screening. The FAA received 20 coments
fromthe public, all of which were substantive.

Subsequent to the publication of the ANPRM, the FAA began
field testing threat inmage projection (TIP) systens and
evaluating their potential for neasuring screener

per f or mance. The FAA determined that the TIP systenms would
be integral to requiring that screening conpani es neet

per f ormance standards. Therefore, the FAA published an
ANPRM withdrawal notice to allow TIP to be adequately field
tested and validated before proceeding with the rul emaki ng.
Al t hough the ANPRM was withdrawn, the FAA considered and

i ncorporated many of the commenter’s suggestions in this
proposal . The conments are summari zed in the next
par agr aph.

Wi |l e commenters disagreed on several issues, including the
| evel of oversight responsibility air carriers should have
over certificated screening conpanies, cocmmenters generally
agreed that national standards for security screening
operations are needed. Approximately one-third of the
commenters Stated that certification of individual screeners
woul d have a greater inpact on inproving safety than
certification of screening conpanies. They also stated that



the certification of individual screeners would inprove
screener professionalism and performance. In addition
approximately one half of the commenters stated that air
carriers conducting screening operations should be subject
to the sane standards as certificated screening compani es.

I, Pr oposal

This rulemaking has two objectives: to propose procedures
for certification of screening conpanies and to propose
requi rements to inprove screening. The FAA believes that
this proposal would inprove performance, inprove the
consi stency and quality of screening, and neet the

Congr essi onal mandat e.

The FAA proposes to achieve the regul atory objectives by
creating a new part 111 which would contain all requirenents
for screening conpanies. Part 111 would require
certification of all screening conpanies that perform
screening for air carriers under part 108, indirect air
carriers under part 109, and foreign air carriers under part
129. The proposal would affect the screening that is done
by inspecting persons or property.'

The inclusion of screening certification requirenments for
indirect air carriers in this proposal is due to the FAA' s
belief that cargo nust also be subjected to rigorous
controls to provide the proper level of security in

avi ation. Currently, only certain cargo carried on
passenger air c~arriers nust be screened. The FAA proposes
that the inspection of cargo for unauthorized expl osives and
incendiaries be done only by certificated screening
conpanies, simlar to the proposal for persons, carry-on
itenms and checked baggage. Under this proposal, cargo
carried on any air carrier nust be screened by a
certificated screening conpany. Indirect air carriers that
elect to perform screening would be required to either hold
a screening conpany certificate or contract with a
certificated screening conpany to perform the screening.

' Many screening improvements would nct ke in the rule, but would be
made through changes tc non-public decuments such as the Bir Carrier
Standard Security Program (ACSSP).

° These inspections are currently performed by a variety of methods such
as manual search, metal detectors, x-ray machines, explosive detection
systems, explosives trace detection systems, and advanced technology
devices.



This proposed zule would not shift responsibility to
screening comgainies, but rather would ensure that those who
conduct screening are fully qualified to do so. Al air
carriers, by statute, remain responsible for screening
persons and property carried in the aircraft cabin. Thi's
rule would increase the level of responsibility required of
screeni ng conpani es. Screeni ng conpani es woul d have prinmary
responsibility for the day-to-day operation of the screening
location while carriers would be held accountable for
repeated failure to conply with the regul ations.

The proposed rule would also establish a separate Screening
Standard Security Program (SSSP) for screening conpanies

t hat woul d acconpany the requirenents in proposed part 111.
The sss? would contain nost of the requirenents relating to
screening that are currently contained in the carrier
security programs, as well as additional requirenents
related to proposed requirenents in part 111. Mst notable
are the proposed requirenents to include performance
standards through the use of threat inage detection

t echnol ogy. Srecifically, the proposed rule would require
the use of threat image projection (TIP}’ systens, along
with other fornms of testing, as the basis for establishing
standards to neasure screener performance. There are maj or
benefits to be gained fromusing TIP systens to neasure

per f or mance. fhe use of TIP systens would strengthen
screening conpany and carrier accountability as well as

i nprove screening detection.

Screening conpanies would be required to submt their
training prograns, along with several other itens regarding
the conpanies, to the FAA as part of their application
process for certification. The conpilation of these itens
woul d be included in each operator's operations

speci fications. The FAA would approve the operations
specifications as part of the application process; this
docunent could be readily updated in response to changes

wi thin the conpani es.

} This computer-based system is capable of introducing test cbjects to
screeners on the X-ray machines and EDS machines at any rate set on the
computer. The program can be set to run all the time that the screening
location is in use. The test items can easily be added to or changed oy
simply loading new software into the computer. The success rates can
easily be recorded and later analyzed by the FAA, the carriers, and the
screening companies to continuously monitor how well the screening
location is operarving. TIP also serves as a continuous means of on-the-
job training for screeners.



The maj or proposals are as follows:

« The proposed rule would require certification of all
screening conpanies. Any air carrier that perforns
screening for itself or for other carriers would have to
obtain a screening conpany certificate;

« The proposed rule would provide for provisiona
certificates for both new and existing screening
conpani es. Before the end of the provisional period, all
screeni ng conpanies would be required apply for a
screeni ng conpany certificate, which would be valid for 5
years;

Responsi bility for the performance of a screening conpany
woul d be borne by the screening conpany and the
applicable carrier;

« The proposed rule would require approval of operations
specifications that would include |ocation of screening
sites, type of screening, equipnment and nethods of
screening, and screener training curriculuns. In
addition, the proposed rule would require that screening
conpani es adopt and inplenment an FAA-approved security

progr an
o Enpl oynent standards would be provided for all screening
conpany personnel, including new training requirenents

for screeners regarding courteous and efficient
screening, and for supervisors regarding |eadership and
managenent subj ects;

« The proposed rule would require that screening conpanies
have qualified managenent and technical personnel;

e The proposea rule would specify training requirenents for
screeni ng conpanies regarding training prograns and
know edge of subject areas;

« The proposed rule would require that all screening
personnel pass conputerized FAA know edge- based and x-ray
interpretation tests;

o« The proposed rule would require that carriers install TIP
systems on x-ray and expl osives detection systens
(EDS"s);

e The proposed rule would prohibit interference with
screening personnel in the course of their screening
duties; and

e The proposed rule would help to establish professionalism
of screeners, such as providing for nobility of screener
records and requiring letters of conpletion to be issued
to each screener upon the successful conpletion of the
screener's approved course of training.



[11. Cost of Conpliance

The FAA has anal yzed the expected costs of this regulatory
proposal for a 10-year period, from 2000 through 2009. As
required by the Ofice of Minagenent and Budget (OMB), the
present value of this cost stream was cal cul ated using a
di scount factor of 7 percent. Al costs in this analysis
are expressed in 1997 dollars.

Assunpti ons

The FAA estimates that in 2000, there would be approxi mately
19,600 screeners and screener supervisors affected by this
proposed rule.® At many airports, each checkpoint security
supervi sor (C33) has a supervisor, also known as a shift
supervi sor. The FAA has not been able to discern how many
shift supervisors there are as each screening conpany's
supervisory structure is different. Accordingly, the FAA
assunmes one shift supervisor at the 100 busi est

international :nd domestic airports. Hence, the total

nunber of scresners that would be affected by this rule in
2000 includes «,900 CSS’s, 100 shift supervisors, and 16,600
screeners.

Wth two exceptions, the FAA estimates that one trainer
woul d be needed for every 40 screeners or x-ray technicians
to be trained under these proposals. For the | eadership
training required under §§ 111.205 and 111.209, one trainer
woul d be needed for every 20 individuals.

Conpani es that have traditionally been providing passenger

screening for direct and foreign air carriers wll be
referred to, in this analysis, as SC s (screening
conpani es) . Some air carriers do their own passenger

screening and/or provide screening for other air carriers;
in the context of passenger screening, these carriers wll
be referred to as SC’s.

* Information obtained from AAIRS (Airport Aircarrier Information
Reporting System), in November 1398, was used to determine the number of
screeners employed by companies performing screening for part 108 air
carriers. The FAA assumes the annual growth in the number of screeners
at 1.5% (see Tablez A-5 in Final Requlatory Impact Analysis, Regulatory
Flexibility Determination, and Trade Impact Assessment, Final Rule,
Alcohol Misuse Prevention Program for Personnel Engaged in Specgified
Aviation Activities, 0ffice of Aviation Policy, Plans, and Management
Analysis, FAA, February 1929%4),




There currently are 66 SC s performng screening for part
108 and part.129 air carriers,’ and on average, a Screening
conpany performs screening for 12 air carriers.® The FAA
estimates that there would be an additional 3 SC s that
woul d be covered by these regulations each year starting in
2001. The &6 screening conpanies operate at 821 screening

| ocations.” At sone airports, SC s may provide screening at
nore than one screening location; this is as a result of
different airgnrts’ configurations. At 288 screening

| ocations, SC s have nore than one presence at the sane
airport. Subtracting 288 from 821 | eaves 533 SC presences
at the 454 airports that have screening.' The FAA assunes
that the nunber of conpany presences and screening |ocations
woul d remain constant over the period of the analysis.

There are currently 150 air carrier operators providing
schedul ed and other domestic and international passenger
service in the United States that are certificated under
part 108; these carriers will be referred to in this
analysis as direct air carriers. The FAA assunes that sone
of these direct air carriers would continue to screen their
own cargo and accept the new requirenents under proposed

part 111; in this analysis, such direct air carriers will be
referred to as DsC’s (for Direct air carrier Screening
Conpani es) . The FAA will differentiate between those costs
that all direct air carriers would incur and those

additional cos-s that only the DSC’s would incur. In

addition, ther= are 2,634 indirect air carriers certificated
under part 109,° and 145 foreign air carriers certificated
under part 129 (FAC’s).

Each of these :ypes of carriers, direct, indirect, and
foreign, has an FAA-approved security program known as the

“Apart 108 air carrier is an air carrier that operates under a
security program based on part 108 and approved by the FAA. A part 129
air carrier is a foreign ailr carrier that operates under a security
program based on part 129 and approved by the FAA.

* Based on information fromaaIirs, Novenber 1998,
" Based on i nformati on fromAaAIRS, November 1998,

® Some airports have nore than one SC doing passenger screening; hence
there are more SCreening presences than airports.

 An indirect air carrier (IAC) is paid teo arrange for transportation of
cargo, and some ¢r all of the route is by passenger air carrier. The
IAC does not itself operate passenger alrcraft. It is "indirect" air
transportaticn be..zuse the IAC is not directly transporting the cargo on
its own passenger flights, it is indirectly doing so by contract with
passenger carriers.
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Air Carrier Standard Security Program (ACSSP}, Indirect Ar
Carrier Standard Security Program (IACSSP), and the Mbdde
Security Program (MSP), respectively. The FAA assunes that
t he nunber of direct, indirect, and foreign carriers would
remai n constant for each year of the analysis.

O the 821 screening locations, 8 are currently operated
solely by FAC's, while the others are operated by direct air
carriers, either exclusively or in concert with FAC's.

Seven different foreign air carriers are responsible for

t hese 8 checkpoi nts. The FAA estimates that in 2000, there
woul d be 140 screeners and 37 CSS’s working at these
checkpoi nt s.

In this analysis, the FAA will attribute costs at screening
checkpoints used solely by these FAC’s to FAC’s and at
screeni ng checkpoints used by both direct air carriers and
FAC's solely to direct air carriers. Waile this wil
overstate costs to direct air carriers and understate costs
to FAC’s, it is inpossible to know what percentage of tine
or resources, at these l|atter checkpoints, can be directly
attributed to either direct or foreign air carriers. The
FAA assunes that the nunber of screening |ocations operated
exclusively by FAC’s and the nunber of foreign air carriers
responsible for these sites will remain constant for each
year of the anal ysis.

Air carriers that choose to screen cargo would need to
conply with the provisions that regulate sc’s.*® Indirect
air carriers that performtheir own screening will be
referred to in the text as ISC’s (for Indirect air carrier
Screeni ng Conpani es); otherwi se they would either use a DSC
or a SC for screening purposes. Direct air carriers that
choose not to performtheir own cargo screening would enpl oy
a SC. As operational needs vary per |ocation, not every ISC
or bpsc would screen at each |location that they service.
Depending on the nature of the 1ISC and/or DSC, sonme woul d
opt for x-ray screening while others would perform physical
sear ch. As th«se requirenents would be new, the FAA does
not know how many air carriers would screen, at how many

| ocations they would screen, and which would use x-ray as
opposed to physical search, and so nmakes the follow ng
assunpti ons:

" Tne FAA assumes that some Dsc’s and 1sc’s woul d choose to do their
own screen|n%_ with time being a very expensive comodity, for it would
be cost beneficial for themtc do so rather than depend on anot her
screening conpany to perform the services.

1



e Approximately 10 percent of DSC’s and ISC’s would screen
their own cargo

e O this 10 percent, approximately 75 percent would do the
screeni ng using physical search and the rest would use x-
ray equipnment;

e The average direct air carrier services 24 airports while
the average indirect air carrier services 4 airports;"

o Each DSC and 1SC would screen at 75 percent of the
airports that they service;" and

e« No FAC would do their own screening for cargo, and hence,
none would reed to be certificated for cargo screening
under this part.

These assunptions can be summed up in Table 1:

TABLE |- DSC AND ISC CARGO SCREENING ASSUMPTIONS
Type of l|\lumber to|Number tg@ Average |Average numbel| Locations [Locations
companie do x-ray d o number of of locations air | to screen |to screen
5 physical locations | carrier needs using x- using
search per air screening ray physical
carrier certificate machines | search
DsC 4 i1 24 18 72 198
ISC 66 198 4 3 198 594

In addition, the FAA assunmes that each such DSC and ISC
screening |location has two screeners and a backup. The FAA
calls for comments on each of these DSC, ISC, and FAC

assunptions and requests that all comments be acconpani ed by
cl ear docunentati on.

Hence, in 2000, the FAA assunes that there would be 66 SC s,
15 DSC’s, and 264 15C’'s. Al of these would be performng
screening, and as screening conpanies, each would be subject
to these proposed regul ations.

Currently, all cargo screening is perforned by direct air
carriers. Under this proposed rule, sone of the cargo
screening woul d be perforned by indirect air carriers,
certificated under part 111. Hence, the only change would
be who perforns the screening; DsC’s would perform |ess
screening, with this additional screening going to ISC’'s.

As there is no change in the total anmount of cargo screening
being perforned, there would be no change in the total Ilabor

‘I ¢ource: The Office of Civil Aviation Security [(ACS), FAA, October
1998.

- At some of the locations that DSC's and ISC's service, the operat:on
is so small that it would not pay that air carrier to do their own
screening.



costs, sinply 1 transfer of labor costs fromDSC’s to ISC's.
Wiil e the FAA can nake assunptions as to the nunber of ISC’'s
that would screen, the FAA does not know how nuch cargo
woul d be screened by ISC’s and how nuch | ess would be
screened by CsC’s. Accordingly, the FAA can not estinmate
the additional |abor costs for ISC’s or |abor savings for
DsSc’s. The FAA calls for comments on how nmuch cargo woul d
be screened by ISC’s, and requests that all coments be
acconpani ed with clear docunentation.

Several of the proposed sections invelve one entity, such as
a SC, sending docunentation, such as their operations
specifications or nodifications to their security program

to another entity, such as the FAA, to review and/or approve
this docunentation. In all these cases, the FAA assunes
that 19 percent of the tine, the latter entity would return
these docunents for modifications.'” The documents being
returned would need to be changed, involving additiona

costs.

Table A-l in A pendix A shows the nunber of screeners,

CSS8’s, shift supervisors, screener trainers, nunber of SC s,
and screeners cransferring between conpanies that the FAA
forecasts for each of the ten years of this analysis. Tabl e
n-2 shows, for SCs, the projected total (due to turnover
and the annual increase in personnel) nunber of screening
personnel, CSS’s, and shift supervisors as well as the
proj ected nunber of retained CSS’s and shift supervisors.'
Tabl e A-3 shows the hourly wage rates, annual turnover
rates, and annual growth rates for the different types of
enpl oyees covered by this proposed rul emaking. Table aA-4
suns up the basic data assunptions used by this analysis.

4

Some of the sections of the proposed part 111 make
references to parts 108 and 109, and this analysis also
exam nes potential changes to parts 108 and 109. The
nunbering system for part 108 of this NPRM is based on the
nunbering system of a recently published NPRM; on August 1,
1997, the FAA published Notice No. 97-12, which proposes to
revise 14 CFR part 108 to update the overall regulatory

' This percentage, 19%, was reported by airports invclving returns from
their submission of their Airport Security Programs; this data comes
from an unpublish-d American Association of Airport Executives (AAAE)
membership survey, performed in 1991, on the costs of complying with the
individual sections of part 107.

" Given the average annual turnover rate for screeners of over 100%;
this analysis does not calculate any cests for retained screeners.

9



structure for air carrier security {62 FR 41730). This
notice proposes to anmend the proposed rule | anguage of part
108 in Notice Wo. 97-12 rather than the current part 108.
The nunbering systens for revised part 10¢ (and proposed
part 111) also are closely aligned wwth the Notice No. 97-12
nunbering system for clarity and consi stency. If the text
refers to a proposed section in part 108 that is sinply a
renunbered section (based on Notice No. 97-12}, the current
section nunber will be placed in parentheses.

A Increnental Costs of Subpart A - Genera

Subpart A would contain general information relating to
applicability, definitions, inspection authority,
falsification, and prohibition against interference wth
screeni ng personnel .

111.1 Applicability

Proposed § 111.1 would prescribe the requirenents for the
certification and operation of screening conpani es. The
requirements in proposed § 111.1 would apply to each SC, as
well as those direct air carriers, ISC’s, and FAC’s that are
responsi ble by statute for conducting screening operations.
Since this proposed wording is definitional, there are no
costs.

111.3 Definitions

The proposed wording to § 111.3 would include definitions
applicable to conducting screening. Since this wording is
definitional, there would be no costs.

111.5 I nspection authority

Proposed § 111.5 would require all conpani es performng
screening to allow FAA inspection to determ ne conpliance
wWth its SSSP, its operations specifications, and with part
111. The screening conpany nust also allow for FAA

i nspections and tests of equipnent as well as procedures at
screening locations that relate to the carrier's conpliance
with their regul ations. Thi s proposed section would al so
require screening conpanies to provide the FAA with evidence
of conpliance.



Thi s proposed section would generate costs. The FAA

estimates that it would need twelve additional inspectors,
three based at FAA headquarters and one each stationed at
the nine FAA regions; those at headquarters would be FG-14's
while the others would be FG-13"s. These additional
personnel requirenents would require the quarter-tine use of
a FG-5 secretary. The additional personnel would process
all the paperwork involved with issuing the certificates,
witing and approving the S$SSP, approving operations
specifications as well as processing any changes and
amendnments, and anal yzi ng perfornmance data. Wil e the FAA
envisions that the FG-13's would normally be stationed at
each of the regions, they would also be available to work at
FAA headquarters if the workload increased, such as in the
first year of inplenenting the rule. The FAA al so assunes
that the Screeaing Performance Coordi nator (SPC) would need
to be available to assist these inspectors. Ten years costs
above and beyond the SPC’s time'®> sumto $10.10 million (net
present value, $7.10 mllion).

111.7 Fal sification

Proposed § 111.7 would state that no person would be
permtted to nake any fraudulent or intentionally false
statement with respect to the security program operations
specifications, certificate, records, or reports. The
falsification provision in § 108.4 already covers screeners
and screening conpanies; § 111.7 is included for
clarification purposes only, so there would be no costs.

111.9 Prohi bition against interference with screening
per sonnel

Proposed § 111.9 would include new requirenents prohibiting
any person from assaulting, threatening, intimdating, or
interfering wich screening personnel at any |ocation when
they are screening. The proposed rule is intended to
prohibit interference that would distract or inhibit a
screener from effectively performng his or her duties.
Thi s proposal would not inpose any costs.

> 1n this and several other sections, the time that the SPC spends :is
subsumed into the cecsts which are estimated under 111.209, ‘Screening
company management.’



The total ten years costs to Subpart A are $10.10 million
(net present value, $7.10 mllion).

B. Incremental Costs of Subpart B - Security Program
Certificate, and Operations Specifications

Subpart B woul d prescribe requirenents for security
progranms, Screening conpany certificates, operations
specifications, and carrier oversight.

111.101 Perf ormance of screening

Proposed § 111.101 would require that each screening conpany
conduct screening and screener training in conpliance wth
part 111, the sssp, the applicable security directives and
ener gency anendnents, and the screening conpany's operations
speci fications. Al costs related to the sSSP are covered
under §§ 111.105 and 111.107 and to the operation
specifications are covered under §§ 111.113 and 111.115;
hence, there are no costs attributable to this proposed
section.

111.103 Security program adoption and i nplenentation

The FAA is prorosing to establish a separate security
program to acconpany proposed part 111 rather than having
each screening conpany adopt the relevant portions of the
security program of each carrier it is screening for
Proposed § 111.103 would require that each screening conpany
adopt and carry out a FAA-approved security program The
Screening Standard Security Program (S$SsP} would contain
requi rements for conducting screening of persons, carry-on
itens, checked baggage, and cargo, for direct air carriers,
IsC’s, and FAC’s. The SSsp would consolidate all of the
screening-related requirenents into a single source that
screening conpanies could use to carry out their screening
duties. The costs for adopting and carrying out these
proposed requirenments will be shown in proposed §§ 111.105
and 111.107; hence, there are no costs attributable to this
proposed secti on.

111.105 Security program form content, and
availability.



Proposed § 111.i05 would provide specific requirenents for
the sssp. The 'SSSP nust provide for the safety of persons
and property traveling on flights provided by all air
carriers against acts of crimnal violence and air piracy,
and the introduction of explosives, incendiaries, deadly or
dangerous weapons, or other destructive substances.

Personnel in the Ofice of Gvil Aviation Security would
wite the basic $SSP docunent; the FAA would provide this
docunent to the screeni ng conpani es. The costs associ at ed
with all FAA personnel are described under § 111.5,

"I nspection authority.' Each screening conpany coul d choose
to accept the basic 333P or offer anmendnents.

When a screening conpany receives the 3332, it would be
required to acknow edge receipt of this docunment in witing
within 72 hours. The FAA assunes that it would take a clerk
no nore than 10 minutes to performthis task. Assum ng

mai ling costs of 30.33 per anendnent, ten year costs total
$1,400 (net present value, $1,3000). Total costs for SCs
woul d be $400 (.et present value, $300), for DSC’s would be
$100 (net present value, $100), and for IsSC’s would be
$1,000 (net present value, $9%00).

Ei ther the company providing screening services or the FAA
could initiate proposed anendnents to anmend the sssp (the
costs involved with offering or processing anendnments are
covered in § 111.107). The FAA assumes, for the purpose of
this analysis, that anmendnents would occur three tines a
year on average, 1 i/2 tinmes fromthe FAA and 1 1/2 tines
from each screeni ng conpany. Thi s proposed section woul d
require that screening conpanies acknow edge receipt of
amendments, fromthe FAA, to their progranms in witing
within 72 hours. The FAA assumes that it would take a clerk
no nore than 10 minutes to performthis task. Assum ng
mai |l ing costs of $0.33 per anendnent and assum ng an average
of one and a half anmendnents per year, ten year costs total
$20,100 (net present value, $14,000); total costs for SCs
woul d be $4,400 (net present value, $3,100), for DSC’s would
be s$800 (net present value, $600), and for I1ISC’s would be
$14,800 (net present value, $10,400).

Screening conpanies would be required to nmaintain at |east
one conplete copy of the security program at their principal
busi ness office and at each airport served and nake a copy
of the program available for inspection upon the request of
an FAA Speci al Agent. The FAA assunes that there would be
one copy of the SSSP per screening conpany per airport. They
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woul d al so be required to provide a copy to each air carrier
that they screen for.

As mentioned above, there are 533 screeni ng conpany
presences at airports, plus 270 DSC and 792 ISC screening
checkpoi nt s. In addition, each SC screens for, on average,
12 air carriers.'® The FAA assunes that each SSSP would be
5C pages lcng, and that it would cost $.10 to photocopy a
page. No postage costs are being assuned as copies of the
5ssP would be delivered during a routine visit of each
checkpoi nt by a screening conpany official. Thi s
photostating would take tinme; the FAA assunmes a photost at
machi ne's output at 15 pages per mnute, and a clerk at each
conpany would do this photostating. In addition, the FAA
assunes an additional half hour of work per clerk to arrange
the materials for distribution. Total costs, for the first
year would cost the SCs 59,900, the DSC’s $1,800, and the
ISC's 57,700.

The nodifications from each of the amendnments would need to
be distributed to each checkpoint; the FAA assumes that each
anmendnent woul d nodify, on average, two pages. Hence, an
additional 3,198 pages would need to be distributed to at

| east one screening conpany checkpoint per conpany per
airport (533 checkpoints tines 3 nodifications per year
times 2 pages per nodification), an additional 4,752 pages
woul d need to be distributed to each air carrier that each
screeni ng conpany screens for ([66 screening conpanies tines
12 carriers pe: screening conpany] tines 3 nodifications per
year tinmes 2 pages per nodification), 1,620 pages for the
DSC’s and 4,752 pages for the ISC’s. On an annual basis,
total clerical and photostating costs sumto $1,000, $200,
and s$600 for the SCs, DSC’s and ISC’s, respectively.

The FAA estimates that an additional 3 screening conpanies
woul d be added after the first year for each year in the
future. Each of these conpanies would need to send out
copies of their 35S5P to each of their the carriers they
screen for as well as their screening |ocations. There are,
on average, 12 checkpoints per screening conpany.” The FAA
assunes both photostating tinme and an additional half hour
of work per clerk to arrange the materials for distribution.
No postage costs are being assumed as the FAAR assumes that

' The FAA assumes that the copy that DSC’s and ISC's produce for their

principal business office would be the same as the copy that needs to be

provided to the air carrier each screens fer.

" Based on information from AAIRS, November 1998.
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copies of the 3sspP would be delivered during a routine visit
of each checkpoint by a screening conpany official. Annual
costs for these additional SC s would be $900.

Hence, ten year costs for distribution of the SSSP’s,

i ncluding anendnents, sumto $44,100 (net present val ue,
$35,000); total costs for SCs sumto $26,800 (net present
val ue, $21,600), for DSC’s sumto $3,800 (net present val ue,
$3,100), and for ISC’s sumto $13,500 (net present val ue,
511,300).

Each screeni ng conpany, and applicant for a screening
conpany certificate would be required to restrict
availability of information in their SS5P to those persons
with an operational need-to-know in accordance with § 191.5.
Air carriers have simlar provisions with regard to
sensitive security information (SSI) . These SSI provisions
have generated no additional costs to the air carriers;
simlarly, they would generate no additional costs to the
screeni ng companies.

Ten year costs for this proposed section sumto $65,600 (net
present value, $50,400), of which the costs for SCs would
sum to $31,600 (net present value, $24,000), DSC’'s would sum
to $4,700 (net present value, $3,800), and ISC"s would sum
to $29,300 (net present value, $22,600).

111.10C7 Security program approval and anendnents.

Proposed § 111.107 describes the procedures for seeking
approval of the SSsSP and anending it at a |ater date. Thi s
proposed section would require each screening conpany to
submt a signed, witten statenment to the Assistant

Adm nistrator within 30 days of receiving the SSS5P from the
FAA indicating what its intentions were for adopting and
carrying out a security program A screening conpany could
choose to adopt the SSSP as is, or adopt the sSsSSp after
maki ng amendnents to it. The FAA' s approval of the $ssp
woul d be inherent in its granting the screening conpany its
certificate.

The screening conpany would review the basic 555P docunent
which, as described in § 111.105, would be obtained fromthe
FAA; the FAA assunmes that it would take a clerk 30 hours and
the spC 16 hours to performthis review " The FAA further

¥ Based on information from the unpublished AAAE survey
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assunes that a clerk would need a total of 10 mnutes to
submit a signed letter to the FAA about its SSSP intentions,
and that mailing costs for this letter would be 35C.33. In
the event of anendments, SC s, DSC’s and ISC’s would need,
on average, 20 hours of a clerk's tine and 12 hours of an
SPC’s time to nodify the document,!® and no nore than $5 to
mail it to the FAA The FAA assunes 19 percent of the
screening conpanies would nodify their sssp. Once the FAA
has reviewed these nodifications, the FAA assunes that it
woul d take, on average, an additional 10 hours of a clerk's
time and 6 hours of an SPC’s tinme to incorporate the FAA' s
revisions of these nodifications into the sssp. Ten year
costs above and beyond the SpC’s tine sumto $263,600 (net
present value, $241,400), of which the costs for SCs would
sum to $65,900 (net present value, $56,700), DSC’s would sum
to $10,600 (net present value, $%,900), and ISC’'s would sum
to $187,100 (net present value, $174,800).

Ei ther the conpany providing screening services or the FAA
could initiate amendnents to the sssp. As discussed above,
the FAA assunes, for the purpose of this analysis, that this
woul d occur 3 times a year on average. The FAA estimates
that it would take this conpany an average of 48 hours to
prepare a proposed anendment and/or respond to a proposed
amendnent by the FAA; this includes 16 hours for the SPC and
32 hours for a clerk.?® Postage costs would not be expected
to exceed $5. The FAA assunes that nodifications woul d
occur to the screening conpany's proposed anendnents 19
percent of the time, which would necessitate the screening
conpany changing and then resubmitting the docunent again.

Each conpany would then need to brief its enployees on these
changes; the SCs would need to brief their screeners,

c8s’s, and shift supervisors, while the DSC’s and ISC’s
woul d need to brief the screeners at each |ocation. The FAA
assunmes that 20 mnutes would be needed for this briefing.
Ten year costs for this entire amendnent process, above and
beyond the SPC’s tine, sumto $9.17 mllion (net present
value, $6.41 mllion), of which the costs for the SCs sum
to $3.12 million (net present value, $2.16 mllion), for the
DSC’s sum to $338,800 (net present value, $237,9300), and for
the ISC’s sumto $5.71 million (net present value, $4.01
mllion).

'* Based on informaticn from the unpublished AARAE survey

*® Based on infermation from the unpublished ABAE survey
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Screening conpani es would be required to include in the
anendnment package a statenment that all carriers for which

t hey screen have been advised of the proposed amendnent and
have no objection to it. Because carriers would retain
primary responsibility for screening, it would be essenti al
that they concur with any changes requested by those who
screen on their behalf.

Thi s proposed provision wiuld entail costs to both the SC
and the air carrier (both direct air carrier and FAC) that

it screens for. The FAA assunes that a clerk would need a
total of 10 mnutes to send the package to each air carrier
that that company screens for, with mailing costs per
package totaling no nore than $5. As above, the FAA assunes
that nodifications would occur 19 percent of the time, which
woul d necessitate the screening conpany resubmtting the
docunent again. The FAA estimates that it would take this
conpany an average of 48 hours to nodify a proposed
amendnent based on the air carrier's coments; this includes
16 hours for t+e SPC and 32 hours for a clerk along with
postage of no more than $5. Over ten years, costs above and
beyond the SPC’s time would sum to $1.%7 mllion (net

present value, $1.35 million). Only SC s woul d be subject
to cost for this provision as both DSC’s and ISC’s would not
be screening for any other air carrier.

Both direct air carriers and FaC’s would need to spend tine
eval uating the proposed anmendnents by the screening

conpani es. The FAA assunes that a clerk would require 32
hours and the GSC 16 hours to review these proposed
amendment s. The same amount of time would be required if

t he anendnents need to be nodified and are resubm tted.
Assuming no nore than $5 for postage, over ten years, costs
for direct air carriers sumto $18.223 mllion (net present
value, 3$12.53 mllion) and for FAC’s sumto $140,100 (net
present value, $98,400).

Both direct air carriers and FAC's would al so be provided

t he opportunit, to coment regarding proposed changes by the
FAA to the sssp. The FAA assunes that direct air carriers
woul d comment 13 percent of the time, and as above, would
take an average of 48 hours to respond to the proposed
amendnent . This time includes 16 hours for the GSC and 32z
hours for a clerk. Assum ng postage costs of no nore than
$5, over ten years, costs for direct air carriers would sum
to $18.23 mllion (net present value, $12.53 mllion) and
for FAC's sumto $140,100 (net present value, $98,400).



Total ten year costs for § 111.107 sumto $48.13 mllion

(net present -wvalue, $33.27 mllion), of which costs to SC s
sumto $5.15 million (net present value, $3.57 mllion), to
direct air carriers (including DSC’s) sumto $36.80 mllion
(net present value, $25.32 mllion),"” to ISC’s sumto $5.90
mllion (net present value, $4.18 mllion), and to FAC’s sum
to $280,200 (r.t present value, $196,800).

111.109 Screening conpany certificate

Proposed § 111.109 would require screening conpanies, DSC’s,
and ISC’s to have certificates. Persons interested in
applying for a screening conpany certificate would wite to
t he FAA requesting an application package.

Al'l conpanies would apply initially for provisional
certificates. Conpani es that do not hold a screening
conpany certificate could apply for a provisional screening
conpany certificate. The FAA would i ssue a provisiona
certificate" if it finds that the applicant is able to neet
the requirenents of this part, its $SSP, and its approved
operations specifications.??

Conpani es actively screening as of the effective date of
publication of the final rule would need to apply for a
provisional ce:tificate within 60 days. Exi sting conpani es
would be permi-ted to continue their screening activities
uninterrupted while their applications are considered.

Since the information provided with the initial application
for the provisional certificate would be used to conpile the
operations specifications, the costs of the initial
application would not be covered in this section, but rather
in § 111.113. This provisional certificate would be good
for one year unless suspended, revoked, or surrendered
earlier. Bot h existing and new screeni ng conpanies

"I Total costs of requirements affecting all direct air carriers sum to
$36.46 million (net present wvalue, $25.07 million), while total costs
accruing only to DSC’s sum to $349,400 (net present value, $247,900).

° The purpose of the proposed provisional certificate is to provide a
probationary pericrd for the FAA to monitor the company’s screening
performance.

“* The operaticns .Lpecifications are covered in $§ 111.111, 111.113, ard
111.115.
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receiving provisional certificates would have to denonstrate
that they nmeet the requirenents for FAA standard
certification and al so would be subject to a rigorous
application process to obtain standard certificates. The
FAA does not expect that these conpanies would incur
additional costs as a result of this scrutiny. The FAA
personnel described under § 111.5, 'Inspection authority’
woul d process the applications and inspect screening conpany
operati ons.

The standard certificate would be effective for five years.
The FAA assunes, for this analysis, that all screening
conpanies that are granted provisional certificates would
subsequently be granted standard certificates. FAA
personnel would al so make an in-depth review for this five-
year renewal and this review would be nore thorough than
that conducted during periodic inspections. The review for
a S-year renewsl would involve a paper review as well as a
review of all the information for trend analysis to

determ ne operitional effectiveness.?® As above, the FAA
personnel described under § 111.5, 'Inspection authority',
woul d conduct :hese revi ews.

Obtaining a standard certificate woul d generate costs. The
FAA assunes that a sSpc would need to spend 2 hours and a
clerk would needto spend 4 hours in applying for the

initial standard certificate. For renewals, the FAA assunes
that a SpPC and a clerk would need to spend 1 1/2 and 3
hours, respectively. Assuming nmailing charges of no nore

than $5 per package, ten year costs above and beyond the
SPC"s time sumto $57,100 (net present value, $43,300), of
which the costs for SCs would sumto $13,100 (net present
val ue, $9,700), DSC’s would sum to $2,400 (net present
value, $1,800}, and ISC’s would sumto $41,600 (net present
val ue, $31,8C0).

As part of its renewal procedures, the FAA would use TIP
data to nmeasure a screening conpany's overall screener

per f or mance. This data would then be used to help-evaluate
whet her a standard screening conpany certificate should be
i ssued or renewed.

‘ Before the FAA would renew a certificate, it would review the
company's operations specifications {including the training curriculum),
required records, the results of FAAR inspections and any enforcement
actions that were taken, performance data, and any other relevant
information.
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The FAA woul d inspect screening conpanies regularly and
woul d continually nonitor operations and tests to determ ne
that each screening conpany is in conpliance with the

regul ations, its S$SSP, and its operations specifications.
This would result in consistent and cl ose nonitoring of
screeni ng operations. The costs of these regqul ar

i nspections are covered under § 111.5, 'lnspection
authority.'

Once a certificate is obtained, screening conpanies would
need to apply for an anmendnment to change any of the
information on the certificate.?”® The FAA assunes that a
spCc would need to spend 1 hour and a clerk would need to
spend 2 hours on each amendment,®® and that a certificate
woul d be anended once every other year on average. Assum ng
mai |l i ng charges of no nore than $0.33 per letter, ten year
costs above and beyond the SPC’s tinme sumto $76,000 (net
present value, $53,100}, of which the costs for SCs would
sumto $16,800 (net present value, $11,500}, DSC’s would sum
to $3,200 (net present value, $2,200}, and ISC’s would sum
to $56,000 (net present value, $39,400).

Thus, total ter year costs for § 111.109 above and beyond
the SPC’s time sumto $133,000 (net present value, $96,400},
of which the costs for SCs would sumto $29,900 (net

present value, $21,200), DSC’s would sumto $5,500 (net
present value, $4,000}), and ISC’s would sumto $97,600 (net
present value, $71,100).

111.111 Qperations specifications: adopti on and
i npl erent ati on

Proposed § 111.111 would require screening conpanies to have
FAA-approved operations specifications (ops specs) before
they may perform screening.*' Screeni ng conpani es woul d

** Amendments would be needed, for instance, if there were changes in
the name of the screening company and the names under which it would do
business.

¢ The FAA is assuming less time wculd be needed to amend certificates
than toc amend the SSSP due to the much simpler nature of the
certificate, Information that would be on the certificate, such as the
incorporation and tax identification information as well as the name of
the company's chief executive officer and screening performance
coordinator, is much easier to modify than pertions of a security
program.
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prepare ops sp2cs Wth FAA gui dance. Once given, further
FAA approval would only be necessary if the screening
conpany were to anend its ops specs.

Thi s proposed section establishes the requirenents for the
ops Specs. The cost for the ops specs is covered in the

di scussion of proposed § 111.113, and the subm ssion and
anmendnent procedures is covered in the discussion of
proposed § 111.115; therefore, no costs have been attri buted
to § 111.111.

111.113 Operations specifications: form content, and
availability

Proposed § 111.113 would stipulate what each screening
conpany would need to have in its ops specs in order to get
a screening certificate." This requirenment would enphasize
the different capabilities and needs of the various
conpani es tha* perform screening. The ops specs would |i st
the types of screening the conpany would be authorized to
perform

Each comgany would be required to submt its ops specs to
the FAA “° The FAA believes that a sPC and a clerk would
need 50 hours each to wite up this docunent. The costs of
mai |l ing these ops specs to the FAA are covered in § 111.115.
Ten year costs above and beyond the SPC’s tinme sumto
$392,800 (net present value, $359,700), of which costs for
SCs sumto 599,000 (net present value, $85,200) for DSC’s

-’ The FRA also proposes, however, to¢ provide some accommodation for
existing sc’s. There are many conpanies that have been providing

requi red screenina Services for several years. The FAA has observed
their operations and is familiar with these companies. The FAA proposes
in § 111.109%(1l) that ccmpanies actively screening anytime during the
vear before the date of publication of the final rule would be able to
continue screening after the effective date, if they submit an
application for a provisicnal certificate within 60 days after
publicaticon of the final rule.

"% These would include the following items: the locaticn(s) at which
the ceompany may conduct screening; the types of screening the company 1is
autherized to perform; the equipment and methods of screening the
company may employ; the name of the company’s SPC; the procedures for
notifying the FAA and the carrier for which the company is performing
screening if an equipment or facility failure makes the performance of
adequate screening impracticable; and the curriculumused te train
perscns performing screening functions.
*® The costs involved with the approval and amendment processes are
described in § 111.115.
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sumto $15,80C (net present value, $14,800), and for ISC’s
sumto $278,000 (net present value, $259,800).

In addition, .screening conpanies would be required to

mai ntain a conplete copy of their ops specs at their
principal business office and at each airport where they
conduct security screening. Screeni ng conpani es woul d al so
have to ensure that the ops specs are anended to renain
current and made available to an FAA inspector upon request.
Screeni ng conpany would be required to provide a current
copy of their ops specs to the carriers for which they
screen.

There are currently 821 screening checkpoints; each of them
woul d need to have a conplete set of ops specs. In

addi tion, the average SC screens for twelve air carriers;
this would require an additional 7%2 conplete copies
(calculation: 66 SCs tines 12 air carriers per SC). Even

t hough many SC s mght transmt copies of their ops specs

el ectronically and have them printed out, to be

conservative, the FAA is costing out this part of the
proposed rule “or photostated hard copies being avail able at
each checkpoint and being sent to each air carrier.

The FAA assunes that each SC would nake a photostat copy of
its ops specs located at its principal business office for
distribution to each checkpoint and to each air carrier it
screens for. at 10 cents per photostated page, and with the
average size ct the ops specs at 30 pages, these initial
costs would sumto $4,800 ([821 checkpoints plus 792 copies
to air carriers] tinmes 30 pages tinmes 10 cents per page).

In addition, as will be discussed in § 111.115, the FAA
assunes that the ops specs would be nodified four times per
year, twice by the screening conpany and tw ce by the FAA
These new nodifications would need to be distributed to each
checkpoi nt and each air carrier; the FAA assunes that each
anmendnent woul d nodify, on average, two pages. Hence, an
additional 12,904 pages ({821 checkpoints plus 792 copies to
air carriers] times 4 nodifications per year tines 2 pages
per nodification) would need to be distributed to the
checkpoi nts each year

As nentioned above, the FAA estimates that an additional 3
SC s would be added after the first year for each year in
the future. Each of these conpanies would need to send out
copies of their ops specs to each of their screening

| ocati ons. There are, on average, 12 checkpoints per SC.
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Doing this photostating would take tine; the FAA assunes a
phot ostat nmachine's output at 15 pages per mnute. A clerk
at each conpany would do this photostating; the FAA al so
assunes an additional hour of work per clerk to arrange the
materials for distribution. No postage costs are being
assuned for delivery to the checkpoints as the FAA assunes
that copies of the ops specs would be delivered during
routine visits of each checkpoint by a SC official. Post age
costs for delivery of the cps specs to the air carriers
would be no nore than $5 for the initial package and $0.33
for each anendnent. Ten year costs for the copying and
distribution of the ops specs by SCs sumto $47,700 (net
present value, $35,400).

DSC's and ISC’z would face the sanme cost structure with two
exceptions. The analysis is not assuming an increase in the
nunber of such air carriers performng their own screening,
so costs would be based, for the ten years the analysis is
examning, on 15 DSC’s and 264 ISC’s doing screening. In
addition, DSC’s and 1sCc’s would not need to provide a copy
of the ops specs to the air carrier that they screen for.

Ten year costs for DSC’s sumto $6,800 (net present val ue,
$5,000) and for ISC’s sumto $66,400 (net present val ue,
$47,300) .

Total ten year costs for § 111.113 sumto $513,700 (net
present value, $447,400), of which costs to SCs sumto
$14¢,700 (net present value, $120,500), to DSC's sumto
$22,600 (net present value, $19,800), and to ISC’'s sumto
$344,300 (net present value, $307,100).

111.115 Operations specifications: approval and
amendnent s

Proposed § 111.115 describes the procedures for approving
each conpany's ops specs and future anmendnents to these ops
specs. During the application process for a provisional
certificate, the conpany would submt its ops specs to the
FAA for approval. The FAA would review the ops specs to
consi der whet her changes were needed. Further FAA approval
of ops specs would only be necessary if the screening
conpany sought to anend them Costs would be a function of
t he nunber of conpanies submtting ops specs per year, the
nunber of ops specs that would be nodified initially and
annually in the future, personnel costs, and mailing costs.
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After being sent to the FAA for review and approval, the
Agency assunes that 19 percent of these ops specs woul d need
to be returnec - for nodifications. On average, a total of 48
hours woul d be needed by each screening conpany to nodify
the docunent; this total includes 16 hours for the SPC and
32 hours for a clerk. Assum ng postage per ops Specs

subm ssion (both initial and revised) of no nore than $5,
ten year costs above and beyond the SPC’s tinme sumto
$49,800 (net present value, $45,700), of which the costs for
SCs would sumto $12,500 (net present value, $10,700},
psCc’s would sumto $2,000 (net present value, $1,900), and
ISC’s would sumto $35,400 (net present value, $33,100).

Each conpany coul d propose anendnents to its ops specs. The
FAA assunes, for the purpose of this analysis, that
conpani es woul d anmend ops specs an average of tw ce a year.
The FAA estimates that it would take each screeni ng conpany
an average of 32 hours to prepare the docunent; this tine
includes 12 hours for the SPC and 20 hours for a clerk. The
FAA assunes that 19 percent of these anendnents woul d need
to be returnec for nodifications, with the SpC and clerk
needing to spend 4 and 6 hours, respectively, on these
changes. Post age costs are assuned to be no nore than $5.

After acceptance, each screening conpany would then need to
brief its enployees on each of these changes; the FAA
assumes that 20 minutes would be needed for this briefing.*
Ten year costs above and beyond the SPC’s tinme sumto $2.66
mllion (net present value, $1.86 mllion), of which the
costs for SCs would sumto $1.25 mllion (net present

val ue, $866,800), DSC’s would sumto $107,400 (net present
val ue, $75,400}, and ISC’s would sumto $1.31 mllion (net
present value, $917,800).

The FAA may al so anmend the ops specs. The FAA assunes, for
the purpose of this analysis, that this would occur, on
average, tw ce a year. The FAA estimates that it would take
each conpany an average of 20 hours to respond to the
proposed anmendnment by supplying witten information and any
counter propos3is. This includes 12 hours for the SPC and
20 hours for a clerk along with postage of no nore than $5.
The conpany we id then need to brief its enployees on these
changes; the * & assunmes that 20 mnutes would be needed for

% 5¢’s would need to brief all screeners, C58's, and shift superviscrs.
Both DSC's and I3C’'s would need to brief the three screeners per
locaticon Who had been trai ned.
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this briefing. Ten year costs above and beyond the SPC’s
time sumto $2.57 mllion (net present value, $1.80
mllion), of which the costs for SCs would sumto $1.23
mllion (net present value, $853,000), DSC’s would sum to
$103,400 (net present value, $72,700), and ISC’s would sum
to $1.24 milli»n (net present value, $871,700).

In all cases, the costs for the FAA tinme are included in the
annual personrnzl costs discussed in § 111.5, 'Inspection
authority.' Hence, total ten year costs above and beyond
the spC’s time for § 111.115 would sumto $5.29 mllion (net
present value, $3.70 mllion), of which the costs for SCs
would sumto $2.49 mllion (net present value, $1.73
mllion), DSC’s would sumto $212,800 (net present val ue,
$150,000), and 15C’s would sumto $2.58 mllion (net present
value, $1.82 mllion).

111.117 Oversight by air carrier, foreign air carrier, or
indirect air carrier

Proposed § 111.117 would require each screening conpany to
all ow each carrier for which it perforns screening to
inspect its personnel, facilities, equipment, and records to
determ ne conpliance with part 111, its 33SP, and its ops
specs. The proposed regulation would also require that the
screening conpany allow the sanme carrier(s) to test the
screeni ng conpany's screening personnel using procedures
specified in the applicable security program.’" |If a
carrier conducts screening on its own behal f or for other
carriers, it would still have to perform oversight
functions.

Direct air carriers and FAC’s currently inspect the

| ocations of the SC s that are screening for them The FAA
further assunes that because of these new requirenents,

there would be additional audits on an average of once a
week, taking 20 minutes, which wuld be perfornmed by the GSsC
(or designee). Additional files and file storage woul d cost
each air carrier, on average, $100 per year. Ten year costs
for direct air carriers sumto $4.75 mllion ($3.33 mllion)
and for FAC’s sumto $41,000 (net present value, $28,800).

' This is a natural consequence of the fact that carriers are
ultimately responsible for proper screening and must be able to ensure
that the SC’'s are in compliance and that screening perscnnel are
performing adequarely.
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In addition, DSC’s and IsC’s would have additional costs.

The Gsc (or designee) would need to perform both a weekly 20
mnute audit of all of their own screening sites. Part of
this audit would be to test two "kits", the current standard
kit and the |nprovised Explosive Device (IED) test kit.::
The FAA estinmates that the current standard kit costs $162
while the IED test kit would cost $395. Direct air carriers
al ready have such kits (so DSC’s would already have them

but ISC’s would need to purchase both kits for each airport

where they woul d have screening | ocations. In addition, the
additional files and file storage would cost each carrier,
on average, $100 per year. Ten year costs for DSC’s sumto

$1.16 million (net present value, $815,500) and for ISC’s
sumto $4.13 million (net present value, $3.00 mllion).

Should an audit result in an alleged violation, a screening
conpany woul d provide a copy of each letter of investigation
and final enforcenent action to each carrier using the
screening location where the alleged violation occurred.
This proposed requirenent would assist the carrier in

eval uating the performance of the screening conpany. The
FAA proposes taat the screening conpany would only have to
provi de copies of these docunents to those carriers for
which it was screening at the tinme and place of the alleged
vislation.?® The proposed requirenent to provide the copy
within 3 business days would ensure that a carrier receives
timely notice.

The FAA's Enforcenent Investigation System (EIS) reflects
1,250 violations in 1396, O these, AAIRS shows that about
60 percent, or 750, of them are violations that the SC may
recei ve enforcenent actions on were this proposal in effect.
G ven the nunber of active SCs, this equals, on average, 11
actions per conpany. Each action involves both a Letter of

I nvestigation (LOI) and the Notice of Proposed G vi

Penalty, or two letters. On average, each checkpoint is

* AS notedin the Assunpt|ons section, the costs to rac's would only be
for g8 screening 1-caticns that are operated solely by Fac’s.

3* The current range of FAA-approved test objects includes such items as
less sophisticated improvised explosive devices (IED's), handguns, and
military explosives. The Improvised Explosive Device (IED) Test Kit
contains the compcnents for more sophisticated IED's; the components can
be arranged in various configurations to represent a broad spectrum of
devices.

* The costs here would only apply to SC's, as nsc’s and 1sc's which are
doi ng screening would not send a | etter to the applicable air carrier,
1.e., thenselves.
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used by 4 air carriers.®® Hence, each SC would need to send

88 letters per year {11 actions tines 4 air carriers tinmes 2
letters) to the relevant air carrier operator(s). Each
letter is, on average, two pages |long; assum ng copying
costs of $.10 per page, copying costs would be $C.20 per
letter. Each spC and clerk woul d be needed for an average
of 10 mnutes for each letter. Assum ng nailing costs of
SC.33 per action to be sent, ten year costs above and beyond
the SPC’'s tine sumto $282,600 (net present val ue,

$194,400) .

Total ten year costs for § 111.117 sumto $10.36¢ mllion
(net present value, $7.38 mllion), of which the costs for
SCs sumto $282,600 (net present value, $194,400), for
direct air carriers (including DSC’s} sumto $5.91 mllion
(net present value, $4.15 million),’® for ISC’s sumto $4.13
mllion (net present value, $3.00 mllion), and for FAC’s
sumto $41,000 (net present value, $28,800}.

111.119 Busi ness office

Proposed § 111.119 would require each certificated security
screening conpany to have a principal business office with
mai |l ing address and to notify the FAA of any address
changes. The FAA does not expect that screening conpanies
woul d maintain nost of their files at the business office;
nost files would be retained on-site and avail able for

i nspection. The FAA assunes that virtually all businesses
have a principal business office, and expects that a
screeni ng conpany would change its mailing address once
every 3 years on average. The FAA assunes that a clerk
woul d need to spend 10 mnutes to produce the letter
inform ng the FAA of the change. Assum ng nailing charges
of no nore than $0.33 per letter, ten year costs above and
beyond the SPC’s time sumto $4,800 (net present val ue,
$3,300), of which the costs for SCs would sumto $1,100
(net present value, $700), DSC’s would sum to $200 [net
present value, $100), and ISC’s would sumto $3,500 (net
present value, $2,500).

> Based on information fromaairs, Septenber 1998

* Total costs of requirenents affecting all direct air carriers sumto
$4.75million (net present walue, $3.33 million), while total costs
accruing only te D8C’s sum to $1.16 million (net present value,
$815,500) .
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The total ten year costs to Subpart B are $64.50 mllion
(net present value, $44.94 mllion).

C. | ncrenental Costs of Subpart C - Qperations

Subpart C would prescribe requirenents relating to screening
operations such as screening of persons and property, use of
screening equi prent, enploynment standards, screening conpany
managers and instructors, training and testing, and

perf ormance standards, anong others.

111.201 Screeni ng of persons and property, and acceptance
of cargo.

Under proposed § 111.201, screening compani es woul d be
required to use the procedures included in its SSSP to

i nspect person entering sterile areas and their accessible
property to deter the introduction of explosives,

i ncendi ari es, o»r deadly or dangerous weapons. In addition
screening companies would be required to staff security
screeni ng checkpoints with personnel based on the standards
specified in the security prograns. SC s and DSC’s, which
al ready have the required personnel, would not have
additional costs under this proposed section.

Indirect air carriers that choose to screen would have new
responsibilities and costs; these costs would include those
for training new personnel and, in some cases, purchasing
new equipment.’’ These carriers woul d have the option of
screening the cargo by neans of physical inspection®® or by
using x-rays." For those IsCc’s using physical inspection
the FAA estimates that two screeners would need 3 hours of

" As discussed in the ASSUnpti ons section, the FAA does not know how
much extra cargo ~ould be screened by ISC, and so can not estimate
additional labor .osts. However, since this is screening that is
currently being performed by psc’s, there would be no change in the
total labor costs for screening this cargo, simply a transfer of labor
costs from DSC’s to ISC’s.

¥ This would primarily be moving companies and freight forwarders whisoh
offer warehousing, storage, inventory, and packing options. Inspection
would need to be done as these companies put together shipments for
transport.
* This would primarily be courier companies as it would be important
not to breach customer's privacy. S$Standard x-ray machines (as commonliy
used at screening Checkpol nts) woul d be sufficient for most of their
business.
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training annually. For those using x-ray, the FAA estimates
two screeners would need 7 hours of training annually. The
FAA al so assun=s that each |ocation would al so have an

addi tional per=won who would act as a backup; given an annual
turnover rate of 33 percent, the FAA estimates that one of

t hese people would | eave each year, so as a replacenent
woul d al so need to be trained, annual training costs are

cal cul ated for four people. Annual costs for each ISC’s
screening location which opts for physical inspection would
be $10,300, while for x-ray would be $15,600. Those ISC’s
doi ng x-ray would need to purchase an x-ray machine; these
costs are be discussed under § 109.207, 'Use of x-ray
systens.'

As noted above in Table 1, the FAA estimates that 10 percent
of the indirect carriers would do their own screening. The
FAA believes that the majority of the cargo that an average

indirect carrier handles does not require screening. Under
t hese circunstances, it may not be cost effective for many
indirect carriers to performtheir own screening. [f an

indirect air carrier chooses not to screen, but has cargo
that requires inspection, it would need to identify that
cargo to the DSC so that the DSC can perform the necessary
screeni ng. To pronote future business, it is probable that
the psc would not charge the indirect carrier for
screening. ‘°

Total ten year costs sumto $1.01 mllion (net present
value, $711,300). These costs may be lower if nore ISC’'s
choose to let DSC’s or screening conpanies do their
screening; the FAA solicits comments on this and requests
that all coments be submitted with clear docunentation

111.203 Use of screening equipnent.

Under proposed § 111.203, each screening conpany would be
required to operate all screening equi pnent in accordance
with its $SssP. This equipnment would include equi pnent such
as netal detectors, x-ray systens, EDS’s, and expl osives
trace detectors. In nost cases, the carrier that contracts
with the SC for its screening services owns and maintains

t he equi pnent and provides it to the screening conpany for
its use. Wiile screening conpanies would be responsible for
t he day-to-day cperational testing and operation of the

WIf a screening fee is assessed by the DSC, the charge would be passed
on to the shipper oy the Isc.
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equi pnent, the carriers would still retain responsibility
for the calibration of the equi pnent. Since this proposed
part reflects ~urrent practice, there would be no additiona
costs.

111.205% Enpl oynent standards for screening personnel

Under existing regul ati ons, enploynent standards for
screeni ng personnel are provided as requirenents for air
carriers under proposed § 108.209 (current § 108.31} and for
TAC’s under their MSP., Since these requirenents include
standards regarding the screening personnel to be hired by
screeni ng conpanies, the FAA proposes to relocate them from
part 108 and the MSP to part 111 under proposed § 111.205.
There woul d not be any costs for relocating enpl oynent
standards from part 108 and the MSP to part 111.

The consolidation of all enploynment standards woul d inpose
sone additional requirenents on screening conpanies
conducting screening for FAC’s. Specific differences from
the current MSP standards are that the proposed rule

requi rements woul d expand the English | anguage requirenents,
add education requirenments, and add specific screener

eval uation requirements. Costs woul d thus accrue to those
screeni ng conpanies that only conduct screening for FAC’s.
However, all FaC’s are currently conplying with the existing
the part 108 enploynment standards, either because their
screeners also rotate into checkpoints operated by part 108
carriers, or because they have agreements with the Gvil
Aviation Security Field Ofice (CASFC) to conply with the §
108.31 standards to nake things easier and nore consistent.
Thus, there would be no additional requirenents, or costs,
due to these additional requirenments for FAC’s.

The proposed rule would require initial and recurrent
training for persons who woul d screen passengers, checked
baggage, and carry-on itens; this training would include
ensuring that persons being screened be screened in a
courteous and efficient manner and in conpliance with the
applicable civil rights laws of the United States. The FAA
and the DOT have received reports that sone screeners nmay
have been di scourteous, and nay have inproperly

di scrim nated agai nst certain individuals. This proposed
section would generate costs. Al screeners, C3S’'s, and
shift supervisors would be required to take this training;
the FAA assumes that the initial training would take four
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hours, while the recurrent training would take two hours.
Over ten years, this proposed change would cost $7.15
mllion (net present value, $4.99 mllion), of which the
costs to SCs would total $6.30 million (net present val ue,
$4.39 mllion), to DSC’s would total $217,500 (net present
val ue, 3153,700), and to ISC’s would total $637,600 (net
present value, $450,800).

This proposed section also would require persons wth
supervi sory screening duties to have initial and recurrent
training that includes |eadership and nanagenent subjects.
Al'l checkpoint screening supervisors {Cs3's) and shift
supervisors wculid be required to take an annual class in

| eadership training, which would be a new requirenent.
Initial training would be for 8 hours, with recurrent
training lastiig 3 hours. Class size would be a maxi num of
20 persons per cl ass. Thi s proposed section woul d generate
costs. Over t=n years, this proposal would cost 31.99
mllion (net present value, $1.39 mllion).

Total ten year costs for § 111.205 are $9.15 million (net
present value, $6.39 mllion), of which the costs to SC s
would total $8.29 mllion (net present value, $5.78
mllion), to DSC’s would total $217,500 (net present val ue,
$153,700), and to ISC’s would total $637,600 (net present
val ue, $450,800).

111.207 Di sclosure of sensitive security information.

Thi s proposed section would prevent the rel ease of sensitive
security information (SSI) to screener trainees before their
enpl oyment history has been verified. The FAA does not
believe that this prevention would result in new costs, but
requests conments from screeni ng conpani es whet her any new
costs would result. The FAA requests that all coments be
acconpani ed by clear docunentation.

111.209 Scre=ning conpany nanhagenent

Proposed § 111.209 would require all conpanies providing
screening services to have qualified nanagenent and
techni cal personnel; this includes the security screening
coordi nator (SPC), CSS or Screener in charge (SIC) at each
screeni ng | ocations. Al'l screening nmanagers, SPC’s, and
anyone in a position to exercise control over screening
woul d have to neet specific qualification requirenents in

31



the areas of training and experience. This proposed section
woul d require that each screening company have sufficient
qual i fi ed manaement and technical personnel to ensure the
hi ghest degree of safety in its screening.

Each conpany perform ng screening would be required to have
a Spc. The spC would be the focal point for FAA

communi cation on security related issues and conmmuni cati on.
The sPC would need to have conpleted initial screener

trai ning before being appointed. In alnmost all cases, the
SPC al ready would have had such training. For the purpose
of this analysis, the costs of training any SPC who has not
been trained will be subsumed in their annual salary.

However, all SPC’s would be required to take an annual class
in | eadership training, which would be a new requirenent.
Wiile the costs of this training would al so be subsuned into
their annual salary, these classes would generate instructor
costs. Initial training would be for 8 hours, with
recurrent training lasting 3 hours. Class size would be a
maxi mum of 20 per cl ass.

Wiile all SCs would be required to fill this position, the
FAA does not assune that it would be a full tine position at
all sCc’s. At smaller conpanies, the persons who fills the
SPC positions could perform spCc duties on a part tine basis
while performng other duties at other tinmes. Tabl e 2 shows
the current breakdown of conpanies by the nunber of
screeners, the amount of tinme that the FAA assunes that the
spC would need to spend at this position, and the nunber of
exi sting SCs in each category:

TABLE 2 - SPC Requirements by Size of Screening Company

Number of screeners Amount of time the SPC would Number of existing SC’s
need to spend at this position
1,000+ Full time 4
50 - 999 1/2 time 20
< 50 1/4 time 42

The FAA calls for coments from SC s as to the nunber of
conpani es that already have personnel performng these SPC
duties, and if the assumed anmount of tine that the SPC would
need to spend on their duties, referred to in Table 2, is.
accurate. The FAA requests that all coments be acconpani ed
with cl ear docunentation

The FAA bases : ost cal culations on the assunptions that each
of the current conpanies would remain in the sane categories
over the next ten years and that any new conpani es woul d
have fewer than 50 screeners, requiring the person in this
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position to spend only 1/4 of their tine as 3pC. For these
new conpanies, all other SpPC costs for requirements

di scussed in this analysis, such as training, would be
included in their annual salary.

Over ten years, the SpC requirenment of § 111.209 would cost
the SCs $18.48 mllion (net present value, $12.79 mllion).

The 15 DSC’s would require a spC. The average DSC would
need 3 screeners per screening location; with an average of
18 screening |ocations per DSC (as shown in Table 1}, the
average DSC would need 54 screeners plus the spC, or 55
enpl oyees. Based on the information in Table 3, this would
require a half time SpC. Over ten years, the SPC
requirement of § 111.213 would cost the D3SC’s $4.96 mllion
(net present value, $3.49 mllion).

The 264 15C’s would also need to have a spC. The average
IsC would need 3 screeners per screening location; with an
average of 3 screening locations per I1sSC (as shown in Table
1), the average ISC would need 9 screeners plus the SPC, or
10 enpl oyees. Based on the information in Table 2, this
would require a quarter tine sSpC. Over ten years, the 3pC
requirement of § 111.213 would cost the ISC’s $43.83 million
(net present value, $30.79 million).

Total ten year costs for § 111.209 would be $67.27 mllion
(net present value, $47.06 mllion), of which the cost to
SCs would be 318.48 mllion (net present value, $12.79
mllion), to DSC’s would be $4.96 mllion (net present
value, $3.49 mllion), and to ISC's would be $43.83 mllion
(net present value, $30.79 mllion).

111.211 Screeni ng conpany instructor qualifications.

Proposed § 111.211 would require screening conmpany
instructors to have a mnimum of 40 hours as a security
screener making i ndependent judgments. These instructors
woul d al so need to pass FAA screener know edge-based and
performance tests to denonstrate satisfactory performance of
the security screening procedures appropriate to that course
of training. Each instructor should al so be know edgeabl e
about the objectives and standards of each course taught.
This proposed section would not results in additional costs.
The costs and requirements for passing the FAA screener

know edge- based and perfornmance tests are covered in
proposed §§ 111.213 and 111.215.
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111.213 Traiaiing and know edge of persons with screening-
rel ated duties.

Proposed § 111.213 would specify the requirenents for
screeni ng conpani es regarding training progranms and

know edge of subject areas. No screening conmpany woul d be
permtted to use any person to perform any screening-related
duties unless that person had received training as specified
in its approved SSsp.

Al'l screening conpanies would need to submt their training
prograns to the FAA for approval; each training program
shoul d address and include the applicable material contained
in the security program for training and testing
standards.*® Screening conpanies would be required to have
training progranms for all screeners and CSS’s. This

requi rement would not have any additional costs as the
training programis part of the ops specs, the costs of

whi ch were discussed in § 111.113, 'Qperations
specifications: form content, and availability.'

The FAA proposes to create performance-based training where
screeni ng conpani es would be expected to train their
screeni ng personnel to neet specific testing standards. The
FAA proposes to do away with the current training

requi rements and screening conpanies may train their
screeners using FAA-approved conputer based training (CBT)
progr ans. Screeni ng conpani es woul d be responsi ble for
ensuring that their trainees are able to pass FAA knowledge-
based and x-ray interpretation tests before and after their
on-the-job training, and that screening personnel neet
performance standards thereafter. The potential benefits of
CBT are sel f-paced |earning, enhanced opportunities for
realistic practice, reduced overall training time, conbined
training and performance testing, and consistency of

i nstruction. Al screeners would need to undergo recurrent
training annually and pass a conputer-based test at the end
of that training, which would be simlar to their initial
conput er - based test.

Examples of training standards would be demonstrating effective
handwanding and manual search techniques, demonstrating a variety of
improvised expl osi ve device configurations, and briefing trainees on the
definition of sensitive security information (SSI) and why SSI must be
prot ect ed.
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Screeners are now required to conplete 12 hours of initia
classroom training, 40 hours of on-the-job training (0JT),
and no specified anount of recurrent training every 12

nont hs. The ' CA assunes that, wunder these proposals,
screeners for SC s would undergo 16 hours of initial
training. This would reflect the FAA' s expectation that
trai ning woul d increase. These proposals would add 4 hours
to screener training. The anmount of tinme needed for 0OJT
woul d remai n unchanged. The FAA assunes recurrent training
at 8 hours.

Were screening is Ilimted only to cargo (such as for DSC’'s
and ISC’s) the testing standards woul d enphasize different
aspects of training; the anmount of tinme needed for this
training would be less than for the screening of persons
with their carry-on | uggage. The FAA woul d provi de nodel
training prograns and/or endorse outside training prograns
for the different groups of screening personnel. For DSC’s
and 1sC’s, the FAA assunes that screeners would need 4 nore
hours for initial training and 6 hours for recurrent

traini ng.

The SC's, DsC’s and ISC’s would be responsible to ensure
that individuals performng screening-related functions have
know edge of all information needed to performtheir duties.
Screeni ng conpani es woul d ensure that trainees have this
knowl edge by requiring that the trai nees pass the FAA
conmput er - based test before they can progress to OJT. The
costs for this test are included in the aforenentioned
training tine.

Over ten years above and beyond the SPC’s tine, total
training costs sumto $7.78 mllion (net present val ue,
$5.41 mllion),, of which the costs to the SC s equal $6.55
mllion (net present value, $4.56 mllion), to the DSC’'s
equal $427,400 (net present value, $297,400), and to the
IsSC’s equal $1.25 mllion (net present value, $871,800).

111.215 Training tests: requiremnents.

Proposed § 111.215 would require that all screening

per sonnel pass conputerized tests at the conclusion of their
initial training, and that the tests be adni nistered by
carrier personnel. These tests are designed to help ensure
t hat screener trainees have achieved the know edge and
skills that they need to performtheir jobs effectively.
Since nost airport screeners conduct screening of persons,
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carry-on items, and checked baggage, the FAA envi sions
designing one test to address all of these types of
screeni ng. The specific testing requirenents would be
outlined in the SSsSP.

Each screening conmpany would be required to use an FAA-
desi gned conputer-based test to adm ni ster FAA screener
tests. This proposal would standardi ze the screener testing
process, provide relevant test questions for each screener,
and provide realistic x-ray images for the x-ray
interpretation portion of the test.®® The FAA is currently
devel opi ng these autonated tests based on the existing
screener training guidelines, the future testing standards,
and research in these areas. The tests are being designed
to be easily |oaded on standard personal conputers to

m nimze costs and maxim ze flexibility.

The FAA estimates that this test would take an hour, both
for the initial and recurrent tests; the tinme required to
take the test is included as part of the initial and
recurrent tra.aing discussed and costed out in § 111.213.

In addition, tne FAA would require that an additional one
hour test be taken after the CJT. Screening personnel would
have to successfully pass this subsequent test before they
receive a certification statenent in their training and
qualification records. The FAA envisions that this on-the-
job training test would be simlar to the inage
interpretation portion of the FAA screener readiness test,
but may require a higher score. Over ten years, the tota
cost of this test for all screeners, C3s's, and shift
supervisors suns to $1.53 mllion (net present value, $1.07
mllion). Costs to SCs sumto $1.44 mllion (net present
value, s$1.00 mllion), to DSC’s sums to $23,900 {(net present
value, $17,700), and to ISC’s suns to $70,200 (net present
val ue, $52,000).

"' Currently, air carriers and/or SC’s can design and administer their

own written tests for screeners. (Perscons who screen cargo are
currently not required to pass any tests demonstrating their knowledge
or abilities.) The tests usually consist of approximately 20 basic

multiple choice questions; the air carrier and/or SC have latitude in
choosing the subject-matter to be addressed and in designing the
difficulty of the questions. The performance-based portion of the test
often consists of x-ray interpretation scenarios using overhead slides.
This increases opportunities for cheating because many screener trainees
receive the same version of the test and because the class as a whole is
usually interpreting the x-ray images at the same time.
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The carriers would need to purchase conputer equiprment so
that screeners could take these conputer-based tests. The
costs for the purchase of the conputer-based test and the
cost and nmi ntenance of this equipnent are covered in
proposed §§ 108.201(j) and (k); 109.203(b) and (c); and
129.25(1) and m), 'Responsibility of carriers and screening
conpani es. '

This proposed section would also require each screening
conpany to ensure that each initial and recurrent test is
noni tored by an enployee of the carrier for which it
screens .*" The screening conpany would be responsible for
informng the applicable carrier(s) that it planned to

adm nister a test to screener trainees. The applicable
carrier(s) would be responsible for providing a test nonitor
upon request.

This proposed requirenent would entail costs for SC's. On
average, each SC screens for 12 direct air carriers.®® Each
SC would need to wite letters to the applicable air carrier
requesting the enployee to nonitor the test. The FAA
assunmes that i< would take a clerk at the SC 10 mnutes to
wite each letter. Mai ling costs for each letter would be
$0.33. The FAA al so assumes that each SC at each airport
woul d give this test once a week each week during the
year.'® The costs for the air carrier to process the letter
and ensure that an enployee would be present to nonitor the
test are covered in proposed §§ 108.229, 109.205, and
129.25(n), 'Monitoring of screener training tests.'

For those direct and indirect air carriers that choose to
screen cargo, there would be no costs under this proposed
section. Since an enployee of that carrier would nonitor
the test, no letter would have to be sent requesting that
enpl oyee' s presence. The only costs to these carriers would
be that enployee's tinme serving as the nonitor; this cost
will be covered in proposed §§ 108.229, 109.205, and
129.25(n), 'Monitoring of screener training tests."

Total ten year costs for this proposed section sumto $3.44
mllion (net present value, $2.38 mllion), of which the
costs to SCs suns to $3.34 mllion (net present val ue,

1 The test after oJr is finished would not need to be nonitored.
% pasedon informati on from AAIRS, November1998.

* This assunption would most |ikely overstate costs for there woul d
probably be weeksat certain airports when no test wouldbeneeded.
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$2.31 mllion), to DSC’s sums to 523,900 (net present val ue,
$17,700), and to ISC’s sunms to $70,200 (net present value,
$52,000).

111.217 Training tests: cheating and other unauthorized
conduct .

Proposed § 111.217 would enphasize that cheating is not
permtted on any know edge-based or performance training
test admnistered to or taken by any screening personnel.
Any instances reported to the FAA involving allegations of
sScreening conpani es or screening conpany enpl oyees
permtting cheating on tests would be investigated, and

t hose persons involved in the incidents could be held

i ndi vidual |y account abl e. If an instance of cheating
occurred, the test monitor would be required to declare the
test invalid and inform appropriate screening conpany
managenent of the incident. FAA special agents woul d al so
regul arly nonitor screening conpany testing.

The FAA expects few, if any, cases of cheating to occur, and
hence, expects costs to be 'de mninus'. The FAA calls for
conmmrents on whether this proposed section would inpose any
costs and requests that all coments be acconpanied with

cl ear docunentati on.

111.219 Screener letter of conpletion of training

To increase screener professionalism under proposed

§ 111.219, SCs, DSC’'s, and ISC’'s would issue letters of
conpletion of training to screeners upon their successful
conpl etion of approved courses of training, such as initial,
recurrent, CSS and screener-in-charge training. These
letters of conpletion would provide personnel with official
records of their specific training acconplishnents. The FAA
anticipates that screeners with evidence of training could
nove nore snoothly between enployers and that they would be
val ued nore highly because they would not require as much
trai ning as new hires. Most inportantly, the FAA believes
that requiring screening conpanies to issue letters of
conpletion to screeners for successful conpletion of
training would hel p enhance professionalismin this
essential security job.

Every conpany that provides screening services would prepare
a letter of conpletion for each of their screeners
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(i ncludi ng screener supervisors) who conpletes either
initial or recurrent training. The FAA assunes that every
screener would go through either initial or recurrent
training each ear. |In addition, the FAA assunmes that sone
screeners would avail thenselves to additional training,
such as beconing proficient on an EDS.? The FAA estimates
that 10 percent of screeners would undergo additi onal
training each (ear. Hence, for SCs, the total nunber of
letters in any given year would equal the total nunber of
screeners tines 1.1, while for DSC’s and ISC’s the total
nunber of letters would equal the total nunber of screeners.
The FAA estimates that it would take a clerk 15 mnutes to
conpl ete the paperwork and to prepare the letter for each
enpl oyee. Over ten years, the costs sumto $1.38 mllion
(net present value, $963,600), of which the costs for SCs
would sumto $1.21 million (net present value, $845,800),
DSC’s would sum to $42,700 (net present value, $30,000), and
ISC’s would sum to $125,100 (net present value, $87,900).

111.221 Screener and supervisor training records

Under proposed § 111.221, conpanies that provide screening
services would be required to forward screener training
records to another screening provider when requested by the
Screeners. These conpanies would also be required to return
screener records to the contracting carrier in the event the
screening provider ceases operations at a site. Thi s

i mprovement would hel p increase each screener's control over
their own nobility, and would resolve current problens
relating to control of screener docunents.

The FAA does not anticipate any costs stemming from the
requirement to return screener records to the contracting
carrier in the event the screening provider ceases
operations at a site, and to provide themto the new SC

The records would be maintained locally for FAA inspection.
They would need to be provided to the new SC by thecarrier
but in reality the records would probably never be noved.
The new conpany woul d nost |ikely occupy the sane space the
old conpany left, and if not, it would just be a matter of
noving files from one cabinet to another.

" Because only SC s woul d have requirenents for Eps’s whileDSC’s and
ISC's do not, lerters for additional training would only apply for
screeners for sc's.
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Screeni ng conpani es would be required to maintain screener
records of training, testing, and certification for 180 days
after a screener |eaves that conpany. This record

mai nt enance would not result in additional costs. SC S
currently do hold such records for at |east 180 days.

Direct and indirect carriers are already required to
maintain all enployee records for 180 days, so DSC’s and
ISC’s would not encounter additional costs.

The FAA estimates that 2 percent of screeners, CSS’s, and
site supervisors would request records transfers annually.
The FAA assunes that the SpC woul d need half an hour and a
clerk would need an hour to prepare the screener's records
for transmttal with copying and nailing charges of no nore
than $5 per transferee. The FAA also estimates that it
would take a clerk, at the receiving screening conpany, 15
mnutes to process and file the transferred screener's
records. Ten year costs above and beyond the SPC’s tinme sum
to $151,300 (net present value, $105,500), of which the
costs for SCs would sumto $131,400 (net present val ue,
$91,500), DSC’s would sumto $5,100 (net present val ue,
$3,600), and ISC’s would sumto $14,900 (net present val ue,
51G,500) .

111.223 Aut omat ed performance standards.

Under proposed § 111.223, each screening conpany would be
required to use a threat inmage projection (TIP) system for
each x-ray and EDS, so that screening conpany perfornmance
can be measured.’ *° Usage procedures, log on/log off

* It is important to note that this requirement does not require SC’s

to physically install the TIP systems on the x-ray systems that they
operate. Rather, if would require screening companies to operate the
TIP systems that the carriers have installed.

% TIP systems are currently being deployed and testedon both x-ray and
EDS machines. The TIP systems use two different methods of projecticen,
Fictional Threat Image (FTI) and Combined Technolecgy Image (CTI). FETI
superimposes a threat image from an extensive library of images conto the
Xx-ray image of actual passenger baggage being screened. The image
appears on the moniter as if a threat cobject actually exists within the
passenger’s bag. The screener can check whether the image is an actual
threat image before requesting that the bag be further screened. The
CTI is a prefabricated image of an entire threat bag and can also be
electronically inserted onto the display monitors. For both types of
images, screeners are immediately provided with feedback on their
ability to detect each threat. TIP exposes screeners to threats on a
regular basis, in part to train them to beccme more adept at detecting
threats, and in part to enhance their vigilance. TIP allows the FAA to
expose screeners to the latest potential threats, and should allow the
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procedures for each screener using individual identification
nunbers, and z.y data collection requirenents woul d be
specified in =.ch screening conpany's S3SP. Proper
operation of Tip units and data collection would be critical
to accurately neasuring the performance of screening

conpani es.

Each screening conpany would be required to neet the

performance standards set forth in its $55P. The FAA woul d
ultimately establish a performance range that all screening
conpani es would be required to fall within to be considered

effective at detecting possible threats. If a screening
conpany were to fall short of the m ninmm perfornance
standards, it would be subject to additional security

nmeasur es depending on the circunstances involved, and could
lose its FAA certification if its performance did not

I nprove. The FAA expects that each screening conpany woul d
regularly nonitor its conpany's overall performance, as well
as its individual screeners' perfornmance, and take
corrective actions as necessary.

The FAA al so e<pects each carrier that contracts with a
screening conpany to regularly nonitor that screening
conpany's performance. These oversight responsibilities
woul d be outlined in each carriers' security program and are
costed out in 5 111.117, 'Oversight by air carrier, foreign
air carrier, orindirect air carrier.' The FAA woul d
col l ect and anal yze screeni ng conpany performance data
regularly to determ ne whether screening conpanies and
carriers were in conpliance with the required performnce

st andar ds.

The FAA costed out two different scenarios for collecting
the TIP-related data, and is using the nore costly of the
two in calculating the total costs of this proposed rule.
The first of these two scenarios, which is nore costly,
woul d involve FAA field agents visiting each screening site,
downl oadi ng the data onto a floppy disk, and then mailing it
to the FAA The second of these two scenarios would involve
a network and cabl e hookup, which would enable the FAA to
dial in and downl oad the data electronically from regiona

| ocations; a description of this scenario can be found in

t he Appendi x under Exhibit 1.

FAAtcodeterminesnatelementsiBke a Screener more effective, such as
training nethods ..dexperience |evels.
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In the first of these scenarios, FAA field agents woul d
physically visit each screening site to downl oad the data
four times a year. Currently, FAA field agents typically
visit Type A(>2) airports on a quarterly basis and other
airports on an annual basis, so the travel tinme and expenses
woul d only occur when these agents would have to visit Type
A(<2) and B airports (which have 367 of the 821 screening
sites),”® as well as all DSC and ISC screening sites,’' three
times a year. Once the data is downl oaded onto the floppy
disk, field agents would incur postage expenses to namil the
data to their respective FAA regional offices for analysis.

For the additional trips, the FAA assunes that a field agent
woul d spend, on average, a total of 10 hours per trip with
travel costs averaging $200 per visit. Mai | ing costs for
the disks (and any additional supporting material) would be
no nore than $5. The annual costs to obtain data from SC
sites would be $533,500, fromDSC sites would be $384, 400,
and from 1sC sites would be $1.13 mllion. Ten year costs
would sum to $20.46 mllion (net present value, $14.37
million); these costs would be borne solely by the FAA

The FAA proposes to require that TIP systens initially be
installed at the screening |locations with the highest
potential for threats." The FAA would then phase in
requirements to install TIP systens at the remaining U S.
screening |l ocations where property is screened. The process
of phasing in requirenents for TIP systens would allow the
FAA to pronptly address the higher threat airports, and
all ow realistic tinmefranes for updating ol der systens to
make them TI P-conpati bl e. The costs for acquiring TIP
installed x-ray systems are covered under proposed

§§ 108.205; 1€9.207; and 129.26, ‘Use of x-ray systems.’

** See 's§ 108.201(3) and (k); 109.203(b) and (c); and 129.25(1) and ¢
- Responsi bi I|ty of carrlers and screening conpanles belom1for a
description of Type A(>2), A{<2), and B ailrports.

*' It is very likely that some of the D3C and I[3C screening sites would
ke at Type A(>2) airports, and so the field agent would already be going
to this airpoert on a quarterly basis. However, since the FAA does not
know where the DSC and ISC screening sites would be, the FAA 1s being
conservative in calculating these costs and assuming that none of these
sites are at Type A(>2) airports.

* The specific screening location timetablewould be incorporated into
each air carrier'. ACSSP,
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Total ten years costs to Subpart C are $110.63 mllion (net
present value, $77.3% mllion).

D. Incremental Costs of Conform ng Amendnents to
Parts 108, 109, 129, and 191

The FAA proposes to add to or anmend the foll ow ng existing
sections for §§ 108, 109, 129, and 191 so that they can
conformto the proposed requirenents in part 111.

§§ 108.5 and 109.5 - Inspection authority

The changes to proposed §§ 108.5 (current § 108.27) and
109.5 would require that each air carrier also allow FAA
special agents,®® at any time or place, to nake the

requi site inspections or tests to determ ne conpliance of
the screening conpany and the air carrier with the new part
111 and its ss3p. The costs of these proposed changes have
been reflected in the costs for § 111.5, 'Inspection
authority.'

§§ 108.103, 162.103, and 129.25(c) - Security Program Form
Content, and Availability

Proposed §§ 104%.103 (current § 108.7), 109.103, and
129.25(c) set forth the form content and availability of
security programs required for direct air carriers, ISC’s,
and FAC’s, respectively. These proposed sections would add
two new itens to what would be required in each air
carrier's security program a description of how the air
carrier would provide oversight to each screeni ng conmpany
perform ng screening on its behalf and a description of how
the air carrier would evaluate and test the performance of
screeni ng.

IsC’S would also need to add two additional requirenents to
their IAC3SP. These two requirenents include: t he
procedures, description of the facilities, and equi prment
used to perform screening functions; and the procedures and
a description of the equiprment used to conply with the
requi rements regarding the use of x-ray systens.

fl Special Agents are those FAA employees who are authorized to conduct
I nspectl ONS of airport and air carrier security operations and who must
possess and presenlt FAA-issued credentials.
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These proposed changes to §§ 108.103, 109.103, and 12%.25
woul d inpose admnistrative tinme costs on the different
carriers. Each of the carriers would incur costs for the
time that the GSC (or designee) and a clerk would need to
wite up each of these new sections. These new sections
woul d need to be approved by the FAA and carriers would
incur additional costs if the FAA requires nodifications.

The FAA assunes that it would take the GSC (or designee) and
a clerk, 12 and 20 hours, respectively, to wite up each new
section. The FAA assunes that 19 percent of these sections
woul d be returned; the FAA assunes that the GSC (or

designee) and a clerk would each need 4 hours to make the
nmodi fications. Assumng mailing costs per package of $5.00,
ten year costs sumto $15.15 mllion (net present val ue,
$10.64 mllioni, wth costs to direct air carriers sunmm ng
to $2.77 mllion (net present value, $1.95 mllion), to
ISC’s summng to $9.70 mllion (net present value, $6.81
mllion), and to FAC’s sunmng to $2.70 mllion (net present
value, $1.88 mllion).

In addition, the FAA estimates that a clerk would spend an
addi tional hour to either photocopy, wite, or transfer
docunentation for each of the additional elenments discussed
above. Direct air carriers and FAC’s would need to add two
sections, taking an additional two hours, while ISC’s would
need to add four sections, taking an additional four hours.
Further, the FAA assunes these changes are expected to add
30 mnutes to the average annual docunent maintenance cost
for direct air carriers and FAC’s and an additional hour for
ISC’s. The total cost of these changes over 10 years, is
$121,300 (net present value, $93,300), with costs to direct
air carriers summing to $22,100 (net present val ue,
$17,000), to IsC’'s summing to $77,800 (net present val ue,
$59,800), and *c FAC's summng to $21,400 (net present

val ue, $16,400

The proposed changes to § 109.103 would also require ISC’s
to state in their prograns that upon receipt of an approved
security program or security program anmendnment from the FAA
the 13C woul d acknow edge receipt of it in witing and that
the witten statenent would be signed by the a
representative of the ISC.

The cost structure for this proposed change to § 109.103 is
the sane as for proposed § 111.105, 'Security program form
content, and availability. The FAA assunes that it woul d
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take a clerk no nore than 10 mnutes to performthis task.
Assum ng mailiag costs of $0.33 per anendnment and assum ng
an average of «<ne and a half anmendnents per year fromthe
FAA, ten year <osts total $14,800 (net present val ue,
$10,400).

Total ten year costs for these sections total $15.29 mllion
(net present value, $10.74 mllion), with total costs for
direct air carriers being $2.79 mllion (net present val ue,
$1.9¢ mllion), for ISC’s being $9.79 mllion (net present
value, $6.88 mllion), and for FAC’s being $2.70 mllion
(net present value, $1.90 mllion).

§§ 109.105 and 129.25(e) - Approval and anmendnents of
security programnms

The proposal would nodify the current regulatory text of the
proposed §§ 109.105 (current § 109.5) and 129.253(e) to
clarify the requirenents and make them consistent with the
organi zation of proposed § 108.105 (current § 108.25).

Under these proposals, the only substantive change woul d
affect ISC’s, as ISC’s would be allowed to petition the FAA
to reconsider FAA anendnents if the petitions are submtted
no later than 15 days before the effective dates of the FAA
amendnent .

The FAA assunes an average of one and a half anendnents per
IsC per year from the FAA,** and assunes that it woul d take
a clerk no nore than 10 mnutes to performthe task of
appeal i ng anmendnents to the FAA Assum ng nmailing costs of
$0.33 per anmendnent and assum ng that each ISC petitions the
FAA on all of these anendnents, ten year costs total $14,800
(net present value, $10,400}.

§§ 108.201¢(h), 109.203(a), and 129.25(k) - Certification
requi r ement

Proposed new §§ 108.201(h), 109.203(a), and 129.25(k) woul d
require that each direct air carrier (including DSC’'s), ISC,
and FAC, respectively, that conducts screening of persons
and property nmust hold a screening conpany certificate

" gimilar to what is described in § 111.107, ‘Security program:
approval and amendments,’ the FAAR assumes an average of 3 amendments per
year per carrier, half fromthe carrier and half from the FAA.
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i ssued under part 111, or use another screening conpany
certificated under part 111 to conduct such screening.

The costs for those DSC’s and ISC’s choosing to screen cargo
to obtain screening conpany certificates are covered in the
di scussions of proposed § 111.1G9, 'Screeni ng conpany
certificate.' The FAA does not expect any FAC to conduct
their own screening, so this proposed section would inpose
no costs on FAC’s.

§§ 108.201(i) and (3); 109.203(b) and {(c); and 12%.25(1) and
{m) - Responsibility of carriers and screening conpanies

These proposed new sections would require each carrier to
ensure that each screening conpany's actions are consistent
wth part 111, the screening conpany's S5s8sp, and the
screeni ng conpany's ops specs; these oversight
responsibilities would be listed in the ACSSP, TACSSP, and
MSP. The cost for this oversight responsibility and these
audits are covered in § 111.117, 'Oversight by air carrier
foreign air carrier, and indirect air carrier.'

However, each carriers nust expend resources to anend its
security program to include these new oversi ght
responsibilities. The FAA would draft these anmendnents,
whi ch woul d be subject to notice and comrent opportunities,
and then nmail themto the carriers with the usual
instructions on inserting the changes in their current
security prograns.

The FAA assunes that 19 percent of all carriers would
comment on these anendnents. As with proposed § 111.107,
the FAA estimates that it would take each carrier an average
of 48 hours to respond; this includes 16 hours for the GSC
(or designee) and 32 hours for a clerk along wth postage of
no nore than $3. Once the carriers receive the finalized
amendment, the FAA estimates that it would take no nore than
an hour for a clerk to include it in their security
program.>> In addition, each carrier would need to spend an
average of two hours per year on document maintenance for
this part of their security program Ten year costs sumto
$326,500 (net present value, $250,500) with costs for direct
air carriers summing to $87,900 (net present value,

** The costs for FAA personnel tc prepare these amendments, review the
comments, finalize the amendments, and send them to the air carriers are
included in the costs for proposed § 111.105, ‘Inspection Authority.’
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$67,500), for rsC’s sunmng to $153,600 (net present val ue,
$117,800), and for FAC’s summng to $85,000 (net present
val ue, $65,200).

Carriers would also have to purchase and mai ntain conputer
equi pment required to train screeners (as discussed under

proposed §§ 111.213 and 111.215}. Al direct air carriers
woul d need to provide equipnment for the SCs that are
screening for them In addition, both DSC’s and ISC’s that

are screening cargo would be required to have equi pnent to

test the cargo screeners. The equi pnent to be purchased and

maintained®® is listed bel ow

e« AIl SCs would require conputers estinmated to cost $1,200
each; these conputers would need to be replaced every
four years;

e« The specific test would come on a CD-ROM and woul d be
updated every two years. One CD-ROM woul d be needed for
each conmputer; the first one for each SC presence would
cost 51,000 while additional discs per screening presence
woul d cost $i;°®’

e Sone existiny conputers do not have CD-ROM readers; the
FAA estimate; that it would cost $100 to add this
capability to these conputers;

e Certain locations would need their conputers I|inked
together using a local area network (LAN). The FAA
estimates that LAN installation costs (including
personnel costs) would be $15,000; and

e Printers for use with these LAN networks are estimated to
cost $1,500 while printers for use with stand al one
conputers are estimated to cost $1,200; printers would
need to be replaced every 5 years.

The anmount and type of equipnent that direct air carriers
woul d need to provide to SCs would vary by the size of the
airport that the screening is taking place at. The FAA is
using the followng termnology for the different size
airports: Type A (>2), Type A(<2), and Type B.°® The

54

" Annual maintenance costs for all equipment is assumed to be 10% of
the purchase prico:.

% Source: The QOffice of Civil Aviation Security (ACS), FAA, October
1998.

* These airport designations were used in Draft Regulatory Evaluation,
Initial Regulatory Flexibility Determination, and Trade Impact Statement
- Notice of Propcsed Rulemaking - Part 107 - Airport Security, Office of
Aviation Peolicy, Plans, and Management Analysis, FAA, July 1995. The
differentiation between airport types 1s as follows:
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specifics as to how nmuch equi prent woul d be needed be
described in each air carrier's acssp. Table 3 shows the
amount and type of equi pnent that woul d be needed per
airport type far screening checkpoints used by both direct
air carriers and FAC’s, or solely by direct air carriers:

TABLE 3 - SCREENING COMPANY EQUIPMENT REQUIREMENTS™

Airport Number of | Number of Total CD-ROM LAN Printers
Type Airports SC Computer “Upgrade” Installation
Presences | Reauirement for
Computers
A(>2) 80 159 1,302 606 Yes 159
A(<2) 190 219 560 0 Some 219
B 147 147 147 0 No 147
TOTAL 417 525 2.009 606 --- 525
The FAA is in the process of providing one SC per each Type
A(>2) airport with the conputers, LAN installation, and

printers for

conput er

based trai ning;

this process is

expected to be conpleted before the proposed rule would go
into effect. In addition, the FAA would purchase the
initial CD-ROWbased tests and would nost likely pay to have
CD- ROM capability added to existing FAA-provided conputers.
The air carriers contracting with these SC s would be
responsi ble for all rmaintenance and repl acenent costs.

As shown in Table 3, a total of 2,08% conputers woul d be
needed for conputer based testing. For purposes of this
anal ysis, the FAA assunmes that this nunber would stay
constant for twe ten year period exam ned by this analysis.

¢ Type A (>2) airports are regularly served by scheduled passenger
aircraft operations having airplanes with a passenger seating
configuration of greater than 60 seats, are subject to screening
programs defined in the current § 108.5, are required to have an
Alrport Security Program (ASP) under the current § 107.3(b), and
screen at least 2 million pecple per year.

e Type A{<Z2) alrports have the same requirements as Type A{>2)
airports, but they screen under 2 million people per vear.

¢ Type B airports are regularly served by scheduled passenger aircraft
operations having airplanes with a passenger seating configuration of
greater than 31 and fewer than 60 seats, are subject to screening
programs defined in the current § 108.5, and are required to have an
ASP under the current § 107.3(g}.

Certain small airports practice what is referred tc as ‘reverse
screening.’ Under this practice, passengers are not screened as they
board aircraft, but are screened when they deplane, usually at a much
larger airport. Hence, there would be no 3C costs at these airports.
Currently, 3 airports, all Type B airports, practice ‘reverse
screening’ .

** Source: The Office of Civil Aviation Security, FAA, October 1998
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By 2000, the FAA anticipates providing 594 conputers to SC s
at Type A(>2) airports for conputer based training and plans
to provide CD-ROM readers for 606 conputers; direct air
carriers would need to purchase the remaining 1,175

conput ers. New repl acenent conputers would need to be
purchased by direct air carriers, at all sites, in 2004 and
2008, and these air carriers would pay for naintenance on
all conputers over this ten year period. Total ten year
costs sumto $8.64 mllion (net present value, $6.04
mllion). FAA costs sumto $763,200; since these purchases
woul d occur before 2000, they are considered sunk costs and
are not included in the ten year costs.

A total of 2,009 CD-ROMs would be needed on an every other
year basis. In 200C, the FAA would provide CD-ROMs for 594
conputers with direct air carriers purchasing the renainder;
in subsequent years, direct air carriers would purchase all
necessary di sks. Total ten year costs sumto $2.55 mllion
(net present value, $1.84 mllion); FAA sunk costs sumto
$80,500.

LAN s woul d be needed to connect the conputers at all Type
A(>2) and at selected A(<2) airports. The FAA woul d pay for
these networks to be set up at 80 Type A(>2) sites, while
direct air carriers would pay to have them set up at 79 Type
A(>2) sites and 61 Type A(<2) sites. Direct air carriers
woul d pay for all LAN nmaintenance costs. Total ten year
costs sumto $5.40 mllion (net present value, $4.28
mllion); FAA sunk costs sumto $1.20 mllion.

Al testing sites would need printers. The FAA woul d
purchase 80 printers for use on LAN s while DSC’s woul d need
to purchase 140 printers for use on LAN s and 305 printers
for use wth stand-al one conputers. Direct air carriers
woul d pay for all annual maintenance as well as all

repl acenent printers in 20C5. Total ten year costs sumto
$993,000 (net present value, $757,600) for the LAN dedicated
printers and $961,500 (net present value, $733,400) for the
non- LAN-dedi cated printers; FAA sunk costs sumto $120,000.

Total ten year direct air carrier costs for providing and
mai ntai ning conputers for CBT for SCs sumto $18.65 mllion
(net present value, $13.73 mllion); FAA sunk costs sumto
$2.1lemllion.
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Tabl e 4 shows the anount

needed per

solely by FAC's:

airport type for

and type of equi pnent
screeni ng checkpoints used

t hat woul d be

TABLE 4 - SCREENING COMPANY EQUIPMENT REQUIREMENTS FOR FAC's®

Airport Number of | Number of Total CD-ROM LAN Printers
Type Airports SC Computer “Upgrade” Installation
Presences | Requirement for
Computers
A(>2] 5 1 78 6 Yes 7
A(<2) I [ 2 0 Some 1
B 0 0 0 0 No 0
TOTAI 6 A ’0 6 - R

FAC’s would purchase 80 conputers
conputers in 2004 and 2008,
all conputers over
costs sum to $376,800 (net
of 80 CD-ROM s would be needed on an every ot her
with total

$29,300).

t ot al
basi s,
val ue,

LAN s woul d be needed to connect
them Type A(>2) airports.

all of

to $240,000 (net

woul d be needed at
summng to $31,500 (net
woul d be needed for
costs summng to $3,600 (net

printer

year
Tot al

(net

Meanwhi | e,

FAC ten year
conmputers for
present val ue,

DSC’s and IsC’s would have additional
each of these air

FAA assunes that

necessary conputer
| ocati ons;
nyriad of
assunes t hat
so the only additiona

cont ai ns the annual
every other year;

ROM s,

di scs that
woul d occur

these existing conputers are being used for
The FAA also
t hese conmputers have the ability to read CD-
costs would be for
As above,
costs for

regul ar

CBT for

ten year

present

val ue,

and pay for
the analysis period, with total
$271,100). A

present

val ue,
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t hese LAN sites,

costs for

equi pnent at

present

Tot al
$196,400).

val ue,

with ten year
$24,200), while one
with ten

ten year

a stand-al one conputer,

present

day-to-day applications.

test.
ten year

val ue,

provi di ng and rmai nt ai ni ng
screeni ng conpanies sumto $692,300
$523,800) .

costs.
carriers already has the
each of their

in 2000, new replacenent
mai nt enance costs on
ten year

year

present

the conputers at 7 sites,
costs sum
Seven printers
costs

$2,80G0) .

The

screeni ng

a

t he CD- ROM
t hese costs
the DSC’s

$55,400), and for the
val ue, $960,400).

sumto $76,300 (net present val ue,
ISC’s sumto $1.32 mllion (net present

8 source: The Off.ze of Civil Aviation Security, FAA, October 1998
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Total ten year costs for these proposed sections sumto
$21.07 mllion (net present value, $15.52 mllion), wth
total costs for direct air carriers and DSC’s summng to
$18.82 nillion (net present value, $13.86 million),® for
ISC’s summing to $1.48 mllion (net present value, $1.08
mllion), and FAC’s summing to $777,200 (net present val ue,
$589,000). FAA sunk costs sumto $2.16 mllion

§§ 108.201(k); 109.203(d):; and 129.25(n) - Responsibility of
Carriers

Each direct air carrier, indirect air carrier, and FAC would
be required to maintain at |east one conplete copy of each
of its screening conpanies' security prograns at its
princi pal business office, and have avail abl e conplete
copies or the pertinent portions of its screening conpanies'
security prograns at each |ocation where the screening
conpani es conduct screening for that carrier. The costs for
maki ng these copies was covered under proposed § 111.105.

In addition, each carrier would be required to restrict
availability of information in these SSSP’ to those persons
with an operational need-to-know in accordance with § 191.5.

§§ 108.201(1) and 129.25(o}) - Public Notification Regarding
Addi tional Security Measures

Proposed §§ 108.201(1) and 129.25(o) would be added to
require that each carrier required by the FAA to inplenent
additional security nmeasures notify the public of the

i ncreased neasures by posting signs at affected |ocations.
The FAA expects few, if any, cases of where air carriers
woul d need to post signs, and hence, expects costs to be 'de
m ni nus' . The FAA calls for comments on whether this
proposed section would inpose any costs and requests that

all comments be acconpanied with clear docunentation.

§§ 108.201(m) and (n) - Responsibility of Carriers
Proposed § 108.201(m) would state that although al

screening-related requirenents have been relocated to part
111, certain requirements still apply at screening |ocations

I Total costs for direct air carriers sumto $18.74 millioninet
present value, $13.80 millicn), while total costs accruing conly to D3C's
sum to $76,300 {net present wvalue, $55,400).

51



outside the United States at which air carriers have
operational co-trol over screening. Specifically, that do
have operational control over screening outside the United
States would carry out and conply with all relevant sections
of part 111, to the extent allowable by |ocal |aw Thi s
proposed section would not inpose additional costs because
to the FAA's know edge, there are currently no foreign

| ocati ons where part 108 air carriers have operationa
control over s:reening; however, this proposal includes
these requirenents in the event of such a situation.

§§ 108.205; 109.207; and 129.26 - Use of x-ray Systens

Proposed § 108.205 (current § 108.17) would be anended to
require that air carriers use x-ray systens in accordance
with their ACssp and their screening conpanies' sssp.®

Each air carrier would need to ensure that each x-ray system
it uses has a TIP systemthat neets the standards set forth
inits security program

As TIP is a new system sone x-ray systens have not been
designed to run them Accordingly, many x-ray machi nes at
airports would need to be replaced wth equipment that is
TIP compatible.®® The FAA assumes that the basic cost of a
machine is $37,900, while the TIP software and rel ated

equi pnment costs $6,800, so that each TIP-~equipped machine
woul d cost $44,700. Annual naintenance on the TIP-rel ated
hardware as well as software upgrades are estimated at $&80
per year.® The system being replaced woul d have some
resal e value for non-aviation purposes such as industrial
security. The FAA estimates the current average resale

val ue per system at $5,000. Because the average life span
of an x-ray machi ne exceeds 10 years, the FAA is not
considering any x-ray replacenent costs for this analysis.

° Both programs are included here because the air carrier would be
required toc ensure that the x-ray systems meet the required standards
andrequl rement s. The air carrier would also beresponsible for
ensuring that its screening companies comply with the x-ray related
requirements that would be relocated to the SSSP.

® To be conservative, the FAA will cost out the replacenent of all x-
ray system in this analysis.

*" Air carriers are al ready doing normal maintenance on the x-ray
machines, sc only the additional maintenance costs, due tco this proposed
rule, would be on TIP.
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The FAA anticipates purchasing 548 such systens and depl oyed
them at specific airports by the end of 1999. There are a
total of 1,380 x-rays at checkpoints at all U S. airports,
so direct air carriers would need to replace an additional
827 machines and foreign air carriers would need to repl ace
an additional 5 machines.® The FAA proposes that the

depl oyment of these nachines be phased in over a 5 year
period based ¢n the airport Type involved; the specifics of
this timetable would be incorporated into each air carrier's
ACSSP. Table 5 shows how nmany nachi nes would need to be
repl aced by year for the different airport types:

TABLE 5 - X-RAY MACHINE TIMETABLE BY AIRPORT TYPE
Airport Type  [Year Number of X-Ray Machines
Direct Air Carriers FAC's

A(>2) 2000 419 2
A(<2) 2001 104 0
A(<2) 2002 77 3
A(<2) 2003 79 0
B 2003 74 0

~ 2nna 73 0

Over ten years, procuring TIP-conpatible x-ray systenms would
cost the direct air carriers $41.43 mllion (net present
value, 334.30 mllion) and the foreign air carriers $255,400
(net present value, $210,400). The FAA' s purchase of 548
systens costs $24.05 mllion; since these purchases would
occur before 2000, they are considered sunk costs and are
not included in the ten year costs.

This proposed section would require that direct air carriers
make sure that the x-ray nmachines are in good working order.
Since direct air carriers are currently inspecting these
machi nes, there would be no additional cost.

D3SC’s and 1sC’s would also be affected by these proposed
changes. The FAA assunes that those DSC’s that woul d choose
to use x-ray already have the applicable equipment,® so

that DSC’s woud not have additional costs. Both §§ 109.207
and 129.26 would contain proposed amendnents simlar to

t hose described above for § 108.205. Those 1s5C’s choosing
to screen by using x-ray systens would needto purchase an

% Five hundred thirty eight ¢f the machines would need tc be maintained
by direct air carriers, while ten of the replaced machines would need to

be maintained by FAC's.

°® Source: The Office of Civil Aviation Security, FRA, October 1998
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x-ray machine, at $70,000 each,® and a step wedge, costing
$179. Each ms-hine would need annual naintenance, estinmated
at 10 percent .¢ cost, or $7,000 per year. Gven 198 IsC x-
ray screening Locations, ten year costs sumto $27.76

mllion (net present value, $22.72 mllion).

Currently, § 129.26 requires FAC’s using x-ray systens to
establish procedures to ensure that each operator of the
system be provided with an individual personal dosimeter to
nmeasure exposure to Xx-rays. The FAA is proposing to om't
this requirenment; this omssion would result in cost

savi ngs. The FAA estimates that it costs $1.50 for each
dosimeter to be read, and they are read once a nonth. There
is no cost to purchase these dosimeters; it is standard
industry practice by the dosimeter conpanies to provide them
for free. Each of the 7 foreign air carriers that operate
FAC-only checkpoints would need to mail the dosimeters to
these conpanies; the FAA estinmates postage costs of $5 per
package. The GSC (or equivalent) would need to spend 15

m nutes review ng each nonthly report fromthe dosimeter
company. Over ten years, the proposed om ssion of the
decsimeter requirenment would save FAC’s $43,500 (net present
val ue, $30,300;.

Total ten year costs for this proposed section sumto $69.39
mllion (net present value, $57.20 mllion), with costs to
direct air carrier's summng to $41.43 mllion (net present
val ue, $34.30 mllion), to ISC’s summng to $27.76 mllion
(net present value, $22.72 mllion), and to FAC’s summng to
$211,900 (net present value, $180,100). FAA sunk costs sum
to $24.05 mllion

§§ 108.207 and 129.28 - Use of Explosives Detection Systens

Proposed § 108.207 (current § 108.20) requires, under
certain circunstances, that each air carrier shall use an
EDS to screen .checked baggage on each internaticnal flight.
The FAA proposes to require air carriers to screen checked
baggage on each international flight in accordance with
their screening conpanies' sssp. This proposal woul d

*’ This assumes that some ISC's would choose to purchase the standard

sized opening machine which runs around $40,000, while others would
choose to purchass a wide-mouth one which runs arcund $100C,000. Hence,
the FAA is using 4n average of these two costs.
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require that each air carrier should ensure that each EDS it
uses has a TIP system.®

This requirement woul d not have any cost inpact. Currently,
all of the EDS's that the FAAis in the process of deploying
al ready have TIP installed in them More inportantly, since
EDS is not currently required, there would not be any EDS-
related TIP costs.

A new § 129.28 would al so be added to extend the TIP
requirenents for EDS to FAC’s. The |anguage would al so
require FAC's to conply with their MSP and their screening
conmpani es' SSsP. This new requirenent would not have any
cost inpact.

§§ 108.229, 109.205, and 129.25(n) - Mnitoring of screener
training tests

Proposed new §§ 108.229, 109.205, and 129.25(n) would
require that each carrier nonitor each screener training
test required under § 111,215, 'Training tests:
requirenents,' for all screening conpani es screening on the
carrier's behal f. This proposed requirenment is intended to
increase carrier involvenent with the training and testing
processes and to help deter cheating.

Each test nonitor would have to be a direct carrier enployee
(not a contracted enpl oyee) unless otherw se authorized by
the Adm ni strator who does not have part 111 or other
screening-rel ated responsibilities. Requiring that nonitors
be direct carrier enployees would prevent carriers from
designating contracted screening conpany enployees as test
nmonitors, thus defeating the intent of increasing carrier

i nvol verent . "The FAA also anticipates that possible

i nstances of cheating would be less likely if the test

moni tor did not have imedi ate screening-rel ated
responsibilities. Carriers could designate any qualified
direct carrier enployee as a test nonitor, including GsC’s.

The costs for the SC s contacting the direct air carriers
are shown in § 111.215. The costs for the direct air
carriers, DSC’'s, ISC’s, and FAC’s conplying and providing a
screener nonitor are covered in this section.

¢ This proposed r=quirement Would be simlar to the requirenment that
air carriers insts11 TIP systens on their x-ray systens.
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The FAA assune? that it would take a clerk at the direct air
carrier 10 minutes to process the letter received fromthe
SC and ensure that an enpl oyee would be present to nonitor
the test. As noted above, the FAA assunes that each SC at
each airport would give this test once a week each week

during the year. As discussed above, the test would take
one hour, and the FAA is assumng that this test would be
noni tored by the GSC (or designee). G ven the 525 screening

conpany presences at airports that require screening, used
exclusively by direct air carriers or by both direct air
carriers and FAC’s, ten year costs sumto $8.43 million (net
present value, $5.90 mllion).

DSC’s woul d al so have costs, and this would involve the

enpl oyee's tine serving as the nonitor. As noted above, the
FAA assunes 15 DSC’s woul d screen cargo, each having an
average of 18 locations. Gven a turnover rate of 33
percent for these screeners, there would be 30 tests needed
a year (calculation: 15 tines 18 times 33 percent). Ten
year costs sun: to $22,000 (net present value, $15,500).

Simlarly, ISC's would also entail costs, and the only costs
woul d be that enployee's tinme serving as the nonitor. As
noted above, the FAA assunes 264 ISC’s would screen cargo,

each having an average of 3 locations. G ven a turnover
rate of 33 percent for these screeners, there would be 2¢4
tests needed a year. Ten year costs sum to $64,700 (net

present value, $45,400).

The 7 FAC’s that screen at the 8 FAC-only operated screening
sites would al so have costs. As with screeners that screen
for direct air carriers, costs were cal culated based on an
average annual screener turnover rate of 110 percent and
based on tests being given once a week each week during the
year. Ten year costs sumto $114,900 (net present val ue,
580,700) .

These proposed sections would also require that screeners be
eval uated by a non-screening supervisor once a year. Di rect
air carriers ard FAC’s already have a supervisor do this, so
the only additional cost would be for ISC’s. The FAA
estimates that these once a year evaluations take, on
average, 30 m nutes per screener, and involve the
supervi sor @ neeting with each screener and, based on this
conversation, filling out a form Each ISC woul d have 3
screeners at its 3 screening locations as well as an SPC.

** Even though 13C’s do not have Gsc's, the rFrRA is assuming costs based
on this supervisor being the equivalent of a GSC.
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Ten year costs above and beyond the SPC’s time sumto
$409,200 (net present value, $287,400).

Hence, ten year costs for this proposed section sumto $9.04
mllion (net present value, $6.32 mllion), of which costs
to direct air carriers and DSC’s sumto $8.45 mllion (net
present value, $5.91 million)’® to ISC’s sumto $473,900
(net present wvalue, $332,800), and to FAC’s sumto $114, 900
(net present value, $80,700).

§ 109.3 - Definitions

The proposed changes to § 109.3 would add the definition of
indirect air carrier to clarify its use. Since this wording
is definitional, there would be no costs.

§ 191.1 Applicability and definitions

The proposed changes to § 191.1 would include definitions
applicable to conducting screening. Since this wording is
definitional, there wuld be no costs.

§ 191.5 Securicy program

Currently, screeners are required to protect SSI because
they are enployed by, contracted to, or acting for carriers.
The FAA proposes to add to § 191.5 the requirenent that
screeni ng companies nust restrict access to S3I, as carriers
nust .’* There would be no cost to extending this

requi rement to screening conpani es.

In the course of applying for and qualifying for a screening
conpany certificate, an applicant would receive the standard
sssp. To ensure that applicants for a certificate are under
the same requirenents to protect SSI as persons who hold a
certificate, the FAA proposes to add § 191.5(e). Thus, any
one who applies for a screening conpany certificate would be

" Total costs for direct air carriers sumto $8.43 mllion (net present
value, ss.90mllion), while total costs accruing only to DSC’s sum to
$22,000 (net present val ue, $15,500).

" Ingividuals being trained by a carrier whether or not they are being

pai d are considered to be employed by, contracting to, or acting for, a
carrier and are responsible T Ol protecting the 3SIT.
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required to restrict disclosure of the security program it
receives.'* There would be no cost to extending this

requi renment to applicants for screeni ng conpany
certificates.

§ 191.7 Description of ssI

Section 191.7 defines what information and records are SSI
and, therefore, subject to the protections in § 191.5.
Currently, the ACSSP is considered s$SI; under this proposal,
§ 191.7 would be amended to treat the sSSP as SssI. In
addition, specific portions of the ops specs would be
considered s$sI and would be protected from disclosure to
unaut hori zed persons. There would be no cost to extending
this requirenent to applicants for screening conpany
certificates.

Total ten years costs to Subpart D are $114.79 mllion (net
present value, $89.79 mllion). FAA sunk costs sumto
$26.21 mllion.

E. Increnental Costs of Additional Requirenments to
Parts 108, 109, and 129

§ 108.203 Use of Metal Detection Devices

Proposed § 108.203 would be revised to state that no air
carrier may use a netal detection device contrary to its
ACSSP or its screening conpanies' sssp. The section would
al so be revised to require that netal detection devices neet
the calibration standards set in the screening conpanies'
$ssp. This revision would have no cost inpact.

§ 108.227.- Training and Know edge of Persons with Security-
related Duties

Proposed § 108.227 would be anended to require that each air
carrier ensure that individuals performng security-rel ated
functi ons have know edge of their screening conpanies'
approved sSssp. The costs were covered in the analysis in

> The same would be true of an applicant for an air carrier certificate
that i1s seeking an approved security program.
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Notice 97-12, which updated the overall regulatory structure
for security of air carriers; all this change would do woul d
be to nove sone of these know edge requirenents fromthe
ACSSP to the new SsSsp.

§ 108.301 - Ground Security Coordi nator

Proposed § 108.301 (current § 108.10) would be anended to
require that the GSC at each airport review all the
security-related functions of its screening conpanies and to
initiate corrective action with its applicable screening
conpany for each instance of non-conpliance. The cost of
this review was covered under § 111.117. The costs for any
corrective actions were covered in the analysis in Notice
97-12; this change would sinply nove sone of the screening
requi renments from the ACSSP to the SSSP.

§ 109.1 Applicability

Proposed § 109.1 would revise the current § 109.1 to state
that this proposed section would prescribe aviation security
rules governing each ISC. There would be no cost inpact
fromthis char e

§§ 109.7 Falsification

Proposed § 109.7 would be a new section in this part. These
sections woula be added to be consistent with the
falsification requirenents in proposed § 108.7,"° and woul d
entail no additional costs.

§ 109.101 Adoption and Inplenentation

Proposed § 109.101 would be created to enphasize the

requi renment for each ISC to adopt and carry out a security
program. This new proposal would not entail any additiona
costs.

3 proposed § 108.7 would prchibit a person from making any fraudulent
or intenticnally false statement or entry on any application, record,
report, document, or media that is required to be kept, made, or usad to
show compliance with any requirement under part 108.
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§ 109.201 Screening of Cargo

Proposed § 109.201 would be added to clarify that each ISC
that elects to conduct screening under a security program
shoul d abide by its IACSSP and its screening conpanies'
SSsp. This new proposal would not entail any additiona
costs.

There are no costs to Subpart E.
F. Cost of Conpliance Sunmmary
As shown in Table 7 below, the |lo-year cost of this proposed

rule would be 3300.02 million (present value, $219.22
mllion).
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(1997 dollars)

TABLE 7 - Cost of Proposed Rule over Ten Years

Part Number Total Costs Discounted Costs
SubPart A
111.5 $10,102,300 $7,085 433
Total Cost - Subpart A $10,102,300 $7,095,433
Subpart B
111.108 $65,597 $50,371
111.107 $48,134 910 $33,266,292
111.109 $133,037 $96,387
111.113 $513.661 $447 403
111.117 $10,363,772 37,377,376
111119 $4,780 $3,339
Total Cost-Subpart B $64,502,036 $44,944,125
Subpart C
1144.2Mm $1,012,761 $711,321
111.205 $9,146 539 $6,387,595
111.209 $67.266.708 $47 0639855
111.213 $7,776,159 $5,412,251
111.215 $3,438,569 $2,382,428
111.219 $1,381,964 $963,608
111.221 $151,335 $105,540|
110223 $20,455,260 $14,366,921
Total Cost-Subpart C $110,629,294 $77,393,619
Subpart D |
108/10a 103l $15,286,104 $10,744,368
1UY.1UD $14,770 $10,374
108.201/109.203 $21,053,288 $15,510,876
108.205/109.207 $69,394 428 $57.200270
108.229/109.205 $9,041,244 $6,324 573
Total Cost - Subpart D $114.7R9 834 $89,790,461
TOTAL \ £300.023.485 l $219.223.638 |

Tabl e 8 shows the total
segnents affected as well
2-9 in the Appendi x breaks these costs down by part

costs to the regulated industry
as the ¥aA;’* Tables a-5 through

nunber .

" Toral costs would decrease for direct air carriers and increase for

indirect air carriers when the labor costs for the carge screening.
noted in the Assumptions section,

cargo would shift
EAR
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TABLE 8 - Cost of Proposed Rule by Industry Segment
over Ten Years (1997 dollars)

Industry Segment Total Costs Discounted Costs
Screening Companies $46,145,609 $32,037,138
Direct Air Carriers $119,997,214 $89,571,629
indirect Air Carriers $98,197,333 $73,178,957
Foreign Air Carriers $4.125,749 $2,973,562
FAA $30,557,560 521,462 354

TOTAL $300,023,465 $219,223,640

V.  Analysis of Benefits

The primary benefit of the proposed rule would be
significantly increased protection to U S. citizens and
other citizens traveling on U S. donestic and foreign air
carrier flights fromacts of terrorismas well as increase

protection for those operating aircraft. Specifically, the
proposed rule is aimed at deterring terrorism by preventing
expl osives, incendiaries, and deadly or dangerous weapons

from being caried aboard commercial flights in checked
baggage, carry-on baggage, cargo, and on persons.

Terrorism can occur within the United States. Menmber s of
foreign terrorist groups, representatives from state
sponsors of terrorism and radical fundanentalist elenents
from many nations are present in the United States. In
addition, Americans are joining terrorist groups. The
activities of sone these individuals and groups go beyond
fund raising to recruiting other persons (both foreign and
U.S.) for activities that include training with weapons and
maki ng bonbs. These extrem sts operate in small groups and
can act w thout guidance or support from state sponsors
This makes it difficult to identify themor to anticipate
and counter their activities. The follow ng discussion
outlines sone of the concrete evidence of the increasing
terrorist threat within the United States and to donestic
avi ati on.

Investigation into the February 1993 attack on the Wrld
Trade Center (WTC) uncovered a foreign terrorist threat in
the United States that is nore serious than previously
known.  The WTC investigation disclosed that Ramzi Yousef
had arrived in the United States in Septenber 1952 and had
presented hinself to immgration officials as an Iraq

di ssident seeking asylum  Yousef and a group of Islamc
radicals in the United States then spent the next five
nont hs pl anning the bonbing of the wrc and other acts of
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terrorismin the United States. Yousef returned to Pakistan
on the evening of February 26, 1993, the sane day that the
WTC bonbi ng touk place. Yousef traveled to the Philippines
in early 1994 -und by August of the sanme year had conceived a
plan to bonb as many as twelve U S. airliners flying between
East Asian cities and the United States.

Yousef and co-conspirators Abdul Murad and wWali Khan tested
the type of explosive devices to be used in the aircraft
bombi ngs and denonstrated the group's ability to assenble
such a device in a public place, in the Decenber 1994

bombi ng of a Manila theater. Later the sane nonth, the
capability to get an explosive device past airport screening
procedures and detonate it aboard an aircraft also was
successfully tested when a bonb was placed by vYocusef aboard
the first leg of Philippine Airlines Flight 424 from Manil a
to Tokyo. The device detonated during the second | eg of the
flight, after Yousef had deplaned at an internediate stop in
the Philippine city of Cebu.

Preparations for executing the plan were progressing

rapidly. However, the airliner bonbing plot was discovered
in January 1995 by chance after a fire led Philippine police
to the Manila apartnent where the expl osive devices were
bei ng assenbl ed. Honenmade expl osives, batteries, tiners,

el ectroni c conponents, and a notebook full of instructions
for building bonbs were discovered. Subsequent

i nvestigations of conputer files taken from the apartnent
reveal ed the plan, in which five terrorists were to have

pl aced expl osive devices aboard United, Northwest, and Delta
airline flights. In each case, a simlar technique was to
be used. A terrorist would fly the first leg of a flight

out of a city in East Asia, planting the device aboard the
aircraft and then deplane at an internediate stop. The

expl osi ve device would then destroy the aircraft, continuing
on a subsequent leg of the flight to the United States. It
is likely that thousands of passengers woul d have been
killed if the plot had been successfully carried out.

Yousef, Murad and Khan were arrested and convicted in the
bombi ng of Philippine Airlines flight 424 and in the
conspiracy to bonb U S airliners. Yousef was sentenced to
l[ife inprisonment for his role in the Manila plot, while the
two other co-conspirators have been convi ct ed. Yousef al so
was convicted and sentenced to 240 years for the Wrld Trade
Cent er bonbi ng. However, there are continuing concerns
about the possibility that other conspirators remain at

| ar ge. The airline bonbing plot, as described in the files
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of Yousef's |aptop conputer, would have had five

partici pants. This suggests that, while Yousef, Murad and
Khan are in custody, there nmay be others at large with the
know edge and skills necessary to carry out simlar plots
agai nst civil aviation.

The fact that Ramzi Yousef was responsible for both the WTC
bonbing and the plot to bonb as many as twelve United States
air carrier aircraft shows that: (1) foreign terrorists are
able to operate in the U S and (2) foreign terrorists are
capable of building and artfully concealing inprovised

expl osi ve devices that pose a serious challenge to aviation
security. This, in turn, suggests that foreign terrorists
conducting future attacks in the U S may choose civi
aviation as a target. Cvil aviation's prom nence as a
prospective target is clearly illustrated by the
circunstances of the 1995 Yousef conspiracy.

The bombing of a Federal office building in Cklahoma Gty,
&l ahoma shows the potential for terrorism from donestic
groups. Wile the specific notivation that led to the

kIl ahona City bonbing would not translate into a threat to
civil aviation, the fact that donestic el enents have shown a
willingness to carry out attacks resulting in indiscrimnate
destruction is worrisome. At a mninmum the possibility
that a future plot hatched by donestic elenents could
include civil aircraft anmpbng possible targets nust be taken
into consideration. Thus, an increasing threat to civil
aviation from both foreign sources and potential domestic
ones exists and needs to be prevented and/ or countered.

That both the international and domestic threats have

i ncreased i s undeni abl e. Wiile it is extrenely difficult to
quantify this increase in threat, the overall threat can be
roughly estimated by recogni zing the foll ow ng:

e saean aircraft and American passengers are representatives
of the United States, and therefore are targets;

e« Up to 12 airplanes could have been destroyed and
t housands of passengers killed in the actual plot
described above;™

e« These plots canme close to being carried out; it was only
through a fortunate discovery and then extra tight

™ Wile the proposed rule woul d not have prevented the plot descri bed
above, this plot .srepresentative Of the type and seriousness of the
threat that this proposed rule is trying to prevent.
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security after the discovery of the plot that these
incidents ware thwart ed;

It is just «s easy for international terrorists to
operate witrin the United States as donestic terrorists,
as evidenced by the Wrld Trade Center bonbing;

t heref ore,

Based on these facts, the increased threat to donestic
aviation could be seen as equivalent to sonme portion of
12 Cass | Explosions on U S. airplanes. (The FAA
defines Cass | Explosions as incidents that involve the
loss of an entire aircraft and incur a |arge nunber of
fatalities.)

In 1996, both Congress and the Wite House Commi ssion on
Aviation Safety and Security (Conm ssion) reconmended
further specific actions to increase civil aviation
security. The Commi ssion stated that it believes that the
threat against civil aviation is changing and grow ng, and
recommended that the Federal Government commit greater
resources to inproving civil aviation security. Pr esi dent
Cinton, in Ju.y 1996, declared that the threat of both
foreign and donestic terrorismto aviation is a nationa
threat. The U 5. Congress recognized this growing threat in
the Federal Aviation Reauthorization Act of 1896 by: (1)
aut hori zing nmoney for the purchase of specific anti-
terrorist equipnment and the hiring of extra civil aviation
security personnel; and (2) requiring the FAA to promnul gate
addi tional security-related regul ations.

In the absence of increased protection for the U S donestic
passenger air transportation system it is conceivable that
the system woul d be targeted for future acts of terrorism

If even one such act were successful, the traveling public
woul d dermand i mmedi ate increased security. Provi di ng

i medi ate protection on an ad hoc energency basis would
result in major inconveniences, costs, and delays to air
travelers that may substantially exceed those inposed by the
pl anned and neasured steps contained in this proposal.

Based on the above statenent, and after evaluating feasible
alternative neasures, the FAA concludes that this proposed
rule sets forta the best nethod to provide increased
security at the present tine. Not wi t hst andi ng the above, it
is helpful to consider, to the limted extent possible, the
benefits of this proposal in reducing the costs associated
with terrorist acts. The follow ng anal ysis describes
alternative assunptions regarding the nunber of terrorist
acts prevented and potential market disruptions averted that
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result in the proposed rule benefits at |east equal to the
proposed rul e costs. This is intended to allow the reader
to judge the L:kelihood of benefits of the proposed rule
equal ing or exceeding its cost.

The cost of a catastrophic terrorist act can be estimated in
terms of lives lost, property danmage, decreased public
utilization of air transportation, etc. Terrorists acts can
result in the conplete destruction of an aircraft with the

| oss of all on board. The FAA considers a Boeing 737 as
representative of a typical airplane flown donestically.

The fair market value of a Boeing 737 is $16.3 mllion, and
the typical 737 airplane has 113 seats.’® It flies with an
average load factor of 64.7%, which translates into 73
passengers per flight; the airplane would al so have two
pilots and three flight attendants.’’

A terrorist catastrophic event could also result in
fatalities on the ground. There were 11 such fatalities in
the Pan Am 103 explosion and 15 in a collision of an
AeroMexico airplane with a Piger PA-28 airplane over
Cerritos, California in 1986.’% However, |ooking at the
nunber of accidents including aircraft covered by this
proposed rule and the nunber of fatalities on the ground
over the last ten years, the average fatality was |ess than
0.5 persons per accident. Therefore, the FAA will not
assune any ground fatalities in this analysis.

In order to provide a benchmark conparison of the expected
safety benefits of rulemaking actions with estimted costs

in dollars, a mninmmof $2.7 mllion is used as the val ue
of avoiding an aviation fatality (based on the wllingness
to pay approach for avoiding a fatality). In these

conputations, the present value of each incident was
cal cul ated using the current discount rate of 7 percent.
Applying this value, the total fatality loss of a single

' See Federal Aviation Admnistration, FEccnomic Values for Evaluatiocn
of Federal Aviation Administration Investment and Regulatory Programs
(Economic Val ues), FAA-AP0O-98-8, June 19%8. The price of the Boeing 737
was adjusted tec 1997 dollars.

" FAA requlations require cne flight attendant for every 50 seats. As
the typical 737 aas 132 seats, this translates into 3 flight attendants.

" This took place on August 31, 1986. The AeroMexico airplane was a

DC-9, and all €4 cn board were killed. Eighteen others were killed,
including 3 in the Piper and 15 on the ground.
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Boeing 737 is represented by a cost $210.6 mllion (78 x
$2.7 mllion).

The safety related costs of a single donmestic terrorist act
on civil aviation are summarized in Table 8.

Number Value Total Ceost
Fatalities 78 $2,700,000] 210,600,000
Aircraft 1| $16,300,000f $16,300,000
Property 1] $12,384,186 $12,384,186
Investigation’™ 1] $28,357,066| $28,357,066
Legal Fees'’ $3,534,043 $3,534,043
Total $271,175,295
Total, discounted $190,457,261

Source: U S. DoT, FAA, aP0O-310, March 19%9.

Certainly the primary concern of the FAA is preventing |oss
of life, but there are other considerations as well.

Anot her |arge economc inpact is related to decreased
airline travel following a terrorist event. A study
performed for the FAA®indicated that it takes about 9 to
10 nonths for passenger traffic to return to the pre-
incident level after a single event.®® Such a reduction
occurred inmmedi ately followi ng the destruction of Pan Am
Flight 103 over Locckerbie, Scotland in Decenber 1988, and

' This assessment is based on the investigation to date on Pan Am 103

bombing over Lockerbie, Scotland, in December 1988.

% Both the civil and criminal trials stemming from the Pan Am 103
tragedy have not yet been completed. Thus, it is impossible to estimare
all the legal costs from these trials. However, the government spent
between $3,534,043 (1997 dollars) on the civil trial as of August 1992,
so this figure will be used as a lower limit for such tragedi es.

1 pajilen-Johnson Associates, Inc., "An Econometric Model of the Impact
of Terrcrism on L.S. Air Carrier North Atlantic Operations", Contract
Nc. DTFACl-86-Y-(1055, Prepared for: Aircraft/Interactively & Safety
Branch, FAA, Washington D.C., Sept. 1987.

** No study has looked at the effect of more than one explosion or other
criminal or terrorist incident, such as the plot masterminded Dy Ramzi
Yousef to blow up twelve airplanes, happening within a short period af
time. The amount of market loss (duU€ to a disruption in passengers’
confidence to fly) from these multiple acts (such as Class I Expleosions:
coul d have been significant.
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can be seen in the follow ng tables,

AM's Trans-Atlantic enplanements:

whi ch are based on Pan

TABLE 9 - PAN AM - MONTHLY ENPLANEMENTS FOR TRANS-ATLANTIC ROUTES
1985 1986 1987 1988 1989 19390
Jan 364,182 394 938 429627 497,908 405,876 494 168
Feb 314,373 334,406 360,140 434,335 324 156 407,373
Mar 296 733 422,164 473,734 573,078 449 154 531,867
Apr 337,936 401,276 525,844 598,707 513,900 587,046
May 502,857 438,585 596,838 656,265 574,414 624,165
June 569,492 481,808 663,563 718,781 660,945 734,271
July 572,082 503,910 715,506 730,224 671,131 734 881
Aug 568,605 573,630 746,261 752,226 677,074 663,405
Sept 567,147 538,396 658,922 687,924 622,350 566,867
Oct 498,354 493,161 645,301 668,763 581,780 261,280]
Nov 395,361 429,760 507,773 494 815 499,130 2871 10|
Dec 399,508 439,083 516,347 488,812 507,562 226,510
Total| 5,387,110] 5,451,117 6,841,457 7,302,838| 6,487,472
TABLE 10 - COMPARISON OF SELECTED YEARS FROM TABLE 9
Comparison of | {Comparison of | [Comparison of
1988 to 1 987 1989 to 1988 1990 to 1988
Jan 115.9% 81.5% 99.2%
Feb 120.6% 74.6% 93.8%
Mar 121.0% 78.4% 92.8%
Apr 114.0% 85.7% 97.9%
|May 110.0% 87.5% 95.1%
June 108.3% 92.0% 102.2%
July 102.1% 91.9% 100.6%
Aug 100.8% 90.0%
Sept 104 2% 90.5%};
Oct 103.5% 87.0%}
Nov 97.4% 100.9%
Dec 94.7% 103.8%§

As the tables show, in general, 1988 enplanements were above
1987's. There was a dramatic fall-off in enplanement in the
first 3 nonths of 1989 imediately following the Pan Am 103

tragedy, and it took until Novenber 1989 for enplanements to
approximate their 1987 and 1988 |evels. By 1990,
enplanements were at the level they were in 1988. Trans-

Atlantic enplanements increased, from 1985 to 1988, at an
annual rate of 10.7 percent.® Projecting this rate to 1989
woul d have yielded 1989 enplanements of 8.1 mllion, or 1.6
mllion more than Pan Am actually experienced. This

"} The only substantive pause in the increase in Pan Am enplanements
occurred from May through October in 1986, due to fears brought on by
the bombing of TWA B40 over the Aegean Sea, in April 1986,
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represents almost a 20 percent reduction in expected
enplanements r.sused by the destruction of Pan Am 103 by
terrorists.

The estimated effect of a successful terrorist act on the
donestic market has not been studied. Although there are

i mportant differences between international and donestic
travel (such as the availability of alternative destinations
and neans of travel), the FAA believes that the traffic |oss
associated with international terrorist acts is
representative of the potential donestic disruption.

There is a social cost associated with travel disruptions
and cancel |l ations caused by terrorist events. The cost is
conposed of several elenents. First is the |oss associated
with passengers opting not to fly -- the value of the flight
to the passenger (consumer surplus) in the absence of

i ncreased security risk and the profit that would be earned
by the airline (producer surplus). Even if a passenger opts
to travel by air, the additional risk may reduce the

associ ated consuner surpl us. Second, passengers who cancel
pl ane trips would not purchase other goods and services
normal ly associated with the trip, such as neals, |odging,
and car rental, which would also result in |osses of related
consuner and producer surplus. Finally, although spending
on air travel would decrease, pleasure and business

travel ers nmay substitute spending on other goods and

servi ces (which produces some value) for the foregone air
trips. Econom ¢ theory suggests that the sum of the severa
soci etal value inpacts associated with canceled flights
would be a net loss. As a corollary, prevention of narket

di sruption (preservation of consunmer and producer welfare)

t hrough increased security created by the proposed rule is a
benefit.

The FAA is not able to estimate the actual net societal cost
of travel disruaptions and the corollary benefit gained by

preventing the disruptions. However, there is a basis for
judging the likelihood of attaining benefits by averting
mar ket di sruption sufficient, in conbination with safety

benefits, to justify the proposed rule. The di scounted cost
of this proposed rule is $219.22 mllion, while the

di scounted benefits for each Oass | Explosion averted cones
to $190.46 mllion. Hence, if 1 Cass | Explosion is
averted, the present value of |osses due to nmarket

di sruption nust at |east equal $28.77 mllion ($219.22
mllion less $190.46 mllion -- one Cass | Explosion). If
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2 Cass | Explosions are averted, the costs shown in Table 7
woul d exceed the costs of this proposed rule.

The val ue of mnrket loss averted is the product of the
nunber of foregone trips and the average market |oss per
trip (conbination of all inpacts on consumer and producer
surpl us). | f one uses an average ticket price of $160 as a
surrogate of the conbined | oss, preservation of a mninmm of
179,800 lost trips would be suffered, in conbination with
the safety benefits of 1 averted dass | Explosion, for the
benefits of proposed rule to equal costs. This represents
less than 0.1 percent of annual donestic trips (the traffic
| oss caused by Pan Am 103 on trans-Atlantic routes was 20
percent)." Calculations can be made on the m ni mum nunber
of averted lost trips needed if the net value |oss was only
75 percent of the ticket price or exceeded the ticket price
by 25 percent. If total market disruption cost was $130 or
$200 per trip, a mninumretention of 221,300 and 143,800
lost trips, respectively, would need to occur for the
proposed rule benefits to equal the proposed rule costs,
assunming 1 dass | Explosion would be prevented. The FAA
requests conments on the potential size of market |oss per
trip and nunber of lost trips averted.®

" The average price Of a ticket and the number of domestic enplanements
were estimated based on I Nformation contained in the report entitled rFaa
Rerospace Forecasts; Fiscal Years 1995%-2010, Tables 7 and 12, FAA-AFO-
9%-1, March 1999. Total domestic trips in 1998 was 396 million and was
obtained by assumirg 1.4 enplanements Pe€r one-way trip.

i The FAA used tne same set of benefits for ancther rulemaking,
Security of Checked Baggage on Flights Within the United States as both
rulemakings have “he same goal--to significantly increased the
protection to U.53. citizens and other citizens traveling on U.S.
domestic alr carv.er flights from acts of terrorism as well as also
increase protection for those ocperating aircraft. Accordingly, the FARA
calculated the econcomic impact and the potential averted markst
disruption sufficient, in combination with safety benefits, to justify
poth proposed rules.

The 10-year cost the aforementioned rule is $2.76 billien (net
present value, $1.87 billion). Combining that cost with the cost of
this proposed rule sums to 3.06 billion (net present value, $2.19
billicn). The discounted cost of the two proposed rules are $2.19
billion, while the discounted benefits for each Class I Explosicn
averted comes to $190 million. Hence, if only 1 Class I Explosion is
averted, the present value of losses due to market disruption must at
least equal $1.99 billion ($2.19 billion less $i90 millicon -- one Class
I Explosion). If two Class I Explosions are averted, the value of the
market losses must at least equal $1.80 billion ($2.19% billion less 2
times $1%0 million).

Using an average ticket price of $160 as a surrogate of the
combined loss, preservation of 12.5 million lost trips would be
suffered, in combination with the safety benefits cof 1 averted Class I
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The FAA stresses that the range of trips discussed in the
above paragraph should be | ooked upon as exanpl es and does
not represent an explicit endorsenment that these would be

t he exact nunber of trips that would actually be lost. As
noted above, it is inportant to conpare, to the limted
extent possible, the cost of this proposal to some estimate
of the benefit of increased security it would provide as
that |level of security relates to the threat |evel

Based on changes in the donestic security risk, the Wite
House Commi ssion recomrendation, recent Congressiona
mandates, and the known reaction of Americans to any air
carrier disaster, the FAA believes that pro-active
regulation is warranted to prevent terrorist acts (such as
Class | Explosions) before they occur

v, Conparison of Costs and Benefits

This proposed =zule cost would cost $300.02 mllion (present
value, $219.22 mllion) over ten years. This cost needs to
be conpared to the possible tragedy that could occur if a
bonb or sonme other incendiary device were to get onto an
airpl ane and cause an expl osion. Recent history not only
points to Pan Am 103’s expl osion over Lockerbie, Scotl and,
but also the potential of up to 12 American airplanes being
blown up in Asia in early 1995, As discussed above, the
cost of an airplane explosion is approximately $271.18
mllion (present value, $190.46 mllion) plus an unspecified
nunber of canceled trips. If the value of these cancel ed
trips exceeds a present value of $28.77 mllion, the
proposed rule would need to prevent one Class I Explosion

Explosion, for the benefits of proposed rule tc equal costs. If total
market disrupticr cost was $130 or $200 per trip, retention of 15.4 and
10.0 million lost trips, respectively, would need to occur for the
propesed rules benefits to equal the proposed rules costs, assuming 1
Class I Explosion would be prevented.

Using the $160 ticket price, to prevent 2, 3, and 4 Class I
Explosions, retention of 11.3 million, 10.1 million, and 8.9 million
lost trips, respectively would need to occur for the propcsed rules
benefits to equal the proposed rules costs. Using the $130 ticket
price, to prevent 2, 3, and 4 Class I Explosions, retention of 13.9
million, 12.4 millien, and 10.9 million lost trips, respectively would
need to occur for the proposed rules benefits tec equal the proposed
rules costs. Using the 5200 ticket price, toc prevent 2, 3, and ¢ Class
I Expleosions, retention of 9.0 million, 8.1 million, and 7.1 million
lost trips, respectively wouldneed to occur for the proposed rules
benefits to equal the proposed rules costs.
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over the next 10 years in order for quantified benefits to
exceed costs.

Congress has mandated that the FAA pronulgate regulations to
certificate screening conpanies. Congress, which reflects
the will of the Anerican public, has determ ned that this
proposed regulxztion IS in the best interest of the nation.
Because this proposed regulation reflects the will of the
American people, and because its cost is |ow conpared to the
potential catastrophe of asingle bonb explosion on an
airplane, the raA finds this proposed rule cost-beneficial.

VI Initial Regulatory Flexibility Determnation

A Initial Regulatory Flexibility Determ nation

The Regulatory Flexibility Act of 1980 (RFA) was enacted by
Congress to ensure that small entities (small business and
small not-for-profit Government jurisdictions) are not
unnecessarily and disproportionately burdened by Federa
regul ati ons. The RFA, which was amended in March 1996,
requires regulatory agencies to review rules to determne if
they have “a significant econom c inmpact on a substantia
nunber of small entities." The Small Business

Adm ni stration defines small entities to be those screening
conpani es and/o~r airlines with 1,500 or fewer enployees for
the air transportation industry. For this proposed rule,
the small entity groups are considered to be both schedul ed
air carrier operators (subject to FAR part 108) and
screeni ng conpani es having 1,500 or fewer employees.® The
FAA has identified a total of 41 direct air carriers and 38
screening conpanies that neet this definition, as shown in
Tables B-1 and G 1 in Appendices B and ¢, respectively.™"'

The FAA has estimated the annualized cost inpact on each of
the small entities, but has not conclusively determ ned

whet her or not the proposed rule would have a significant
econom c inpact on a substantial nunber of small air carrier
and screening conpany entities. Accordingly, the Agency has
prepared an initial regulatory flexibility analysis. This
decision is based on the follow ng anal yses:

" The Standard Industrial Classification Code for these small entities

is 4512, which represents “Scheduled Air Passenger Carriers.”
7 Some of the sma'l air carriers and screening companies uses
contractors to perform some of their functions; these contractors are
not included in trne cclumn labelled ‘Number of Employees.’
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« One percent of the 1997 annual nmedian revenue of the 41
smal|l direct air carriers inpacted by this proposed rule,
which is $809,610 in 1997 dollars, is considered
economcally significant." As Table B-I shows, none of
the 41 small entities subject to part 108 would incur a
substantial econom c inpact in the form of annualized
costs in excess of $809,610 as the result of the proposed
rul e. However, as will be discussed further bel ow,
several of the small direct air carriers are having
financial difficulties and may have trouble neeting the
requi rements of this proposed rule. Furt hernore, the
cost burden is not strictly proportionate to the size of
the airline as neasured by the nunber of enployees. In
addition, as discussed below, the FAA was unable to
obtain complete financial data on approximately one third
the air carriers and believes it inportant to show the
potential inmpact on these entities for the sake of
conpl eteness and in the hope of eliciting substantive
comment s.

« One percent of the 1997 annual nedian revenue of the 38
smal | screening conpanies inpacted by this proposed rule,
which is $296,830 in 1997 dollars, is considered
econonmical ly significant.®® As Table C | shows, none of
the 38 small entities subject to the proposed part 111
woul d incur a substantial economc inpact in the form of
annual i zed costs in excess of $296,830 as the result of
t he proposed rul e. However, based on the data avail abl e,
sone of the screening compani es nay have trouble neeting
the requirenments of the proposed rule due to financial
difficulties. In addition, as discussed bel ow, the FAA
was unable to obtain any data on half of the screening
conpani es and conplete data on nost of the rest, and so
believes it inmportant to show the potential inpact on
these entities for the sake of conpleteness and in the
hope of eliciting substantive conments.

 For the 29 small air carriers that the FAA has revenue information

on, the median is $809,610. Of the 14 other air carriers, the FAA had
1995 revenue data for 13 of these. TO estimate 1937 revenue, the FAA
calculated the average growth rate for each category (i.e., national,

| arge regional) from1995 to 1997 and applied the applicable growth rate
te each of these 13 air carriers.

** As will be described in mcre detail below, the FAA was not able to
collect information con half of the small screening companies. Based on
information, the FAA had 1997 revenue infeormation for 11 small screening
companies and was able to estimate it for 8 others.
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The FAA has not performed this type of analysis for the
indirect carriers that would choose to screen cargo
(referred to, in the analysis above, as IsC’s). Each of
these carriers would have chosen to be certificated under
part 111 and thus, be voluntarily subjected to these
proposal s. Since the carriers wuld have chosen to incur
the costs, the FAA believes that none of these carriers
woul d have done so if it were not in their financia
interests. The FAA does not know which carriers would be
certificated under proposed part 111 and so does not know
how many of these carriers would be small entities. The FAA
seeks conments concerni ng whether any small indirect
carriers would screen cargo and requests that all comments
be acconpanied with clear docunentation.

B. Initial Regulatory Flexibility Analysis

Under section 603(b} of the RFA (as anended), each initia
regul atory flexibility analysis is required to address these
points: (1) reasons why the FAA is considering the proposed
rule, (2) the objectives and |legal basis for the proposed
rule, (3) the kind and nunber of snmall entities to which the
proposed rule would apply, (4) the projected reporting,

recor dkeepi ng, and other conpliance requirenents of the
proposed rule, and (5) all Federal rules that may duplicate,
overlap, or conflict with the proposed rule. The FAA will
performthis analysis for small direct air carriers and
smal | screening conpani es separately.

1. Alr Carriers

Reasons why the FAA is considering the proposed rule

Over the past several years, both Congress and the FAA have
recogni zed that the threat against civil aviation is
changi ng and growi ng (see either the background section of
this analysis or the background section of the preanble for
a nore detailed discussion of this threat). Terrorist and
crimnal activities within the United States have forced the
Congress, the FAA and other Federal agencies to reeval uate
the donestic threat against civil aviation. The proposed
rule is intended to counter this increased threat to U S
civil aviation security.
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The cbjectives and legal basis for the proposed rule

The objective of the proposed rule is to increase protection
to Anericans and others traveling on U S. domestic air
carrier flights fromterrorist acts. Specifically, the
proposed rule is aimed at preventing explosives from being
on board comercial flights either in carry-on baggage or
checked cargo.

The legal basis for the proposed rule is found in 49 U.s.C.
44301 et seq. Anong other matters the FAA nust consider as
a matter of policy are naintaining and enhancing safety and
security in air commerce as its highest priorities (49
J.5.C. 40101 (d)).

The kind and number of small entities to which the proposed
rule woul d apply

The proposed rule applies to 150 scheduled airlines subject
to FAR part 123, of which 41 are small schedul ed operators
(with 1,500 or fewer enployees). Table 9 gives a breakdown
of the nunber »f small direct air carriers in each category
(mpjors, nationals, |arge regionals, and nmedium regionals) .
A brief financial profile of these small entities is
provided in Tables B-2 (net incone) and B-3 (assets,
liabilities, and financial strength ratios) by the sanme

cat egori es.
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Table 9 - Number of Small Air Carriers Inpacted by Proposed Rule

Annual Revenues No. O Small
cat egory By Category Carriers |npacted"
Majors More than § 1.0b 0
Nationals 5100.0m~$ 1.0b 10
Large Regicnals $ 20.0m-5992. 9m 10
Medium Regionals 5 0.0m~5$19.9m 4
Small Regicnals ok x 3L 17

Total

The projected reporting, recordkeeping, and other conpliance
requi rements of the proposed rule

As required by the Paperwork Reduction Act of 1995 (44
U.S.C. 3507(d)), the FAA has submitted a copy of these
proposed sections to the Ofice of Minagenent and Budget
(cMB) for its review Four proposed sections woul d inpose
paperwork costs on direct air carriers:

a. Proposed section 108.103(b) (14) and (15) would require
that two items be added to carrier security prograrns.

Direct air carriers would accrue costs for the time needed
to wite up the new sections and send these sections to the
FAA (requiring 32 hours and costing $715), respond to the
FAA's edits and returning the sections to the FAA (requiring
1.5 hours and costing $36, which takes into account the
assunption that only 19 percent of sections would be edited
by the FAA), °* and add to and maintain the new sections in

ag

Several of the small air carriers changed size categories over the
period examined. BAll Tables are based on the size category that the alr
carrier was in as of December 1997.

“t The Small Certificated carriers (which includes Small Regicnals) are
not defined by annual revenues. Large Certificated carriers (which
includes Majors through Medium Regionals), which file Form 41, must fly
aircraft with 60 seats or more or have a payload of 18,000 lbs or more.
Small Certificated carriers, which file Form 298C, fly ailrcraft that
have less than 60 seats and less than 18,000 lbs paylcad. Some Small
Certificated carriers have more than 5100 millicn in annual revenues.
" As explained in the Assumptions portion of the cost analysis, this
percentage, 19%, was reported by airports invelving returns from their
submission of their Airport Security Programs; this data comes from an
unpublished American Association of Airport Executives (AAAE} membership
survey, perfecrmed in 1%91, on the costs of complying with the individual
sections of part 107. This percentage is assumed where one entity
submits documenta:ion for another to review and/or approve; the FAA
assumes that in a.l cases, 19% of the time, the second entity will
return the document for additional changes.
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their ACSSP (requiring 2.5 hours and costing $53) for an
annual total of 36 hours, costing $804 per air carrier. Ten
year paperwork requirenments for each air carrier suns to 360
hours, costing $8,040.

b. Proposed sections 108.201(j) and (k) would require that
each carrier ensure that each screening conpany conduct
screening in accordance with the applicable rules and
requiremnents. Direct air carriers would accrue costs based
on the air carrier's coments on FAA anendnents (requiring
13.7 hours, and costing $305, which takes into account the
assunption that only 19 percent of sections would be
commented on by the FAA) and clerical maintenance on the new
anendrments (requiring 3.5 hours and costing $74) for an
annual total of 17.2 hours and costing $379. Ten year
paperwork requ.rements for each air carrier suns to 171.80
hours, costing $3,790.

c. Proposed section 108.205 would require carriers to

downl oad and collect autonmated x-ray threat inmage projection
[TIP) data as specified in the ACSSP and the $sSP. The FAA
has not devel oped the specific collection requirenents to be
included in the security prograns; however, for the purposes
of this analysis, the FAA assumed that the carriers would
coll ect and anal yze the data nmonthly. Wth the average
smal|l direct air carrier having 3 x-ray systens, the average
annual paperwork-required tinme and costs sumto 183 hours,
costing $4,482 per carrier; ten year totals sumto 1,830
hours, costing $44,820.

d. Proposed section 108.229 woul d describe the requirenents
involved with carriers monitoring Screening company

cl assroom testing. The requirement reflects the tine and
cost for a clerk of a direct air carrier to process a letter
from a screening conpany requesting a test nonitor (as
requested under proposed § 111.215). Wth the average
direct air carrier having 4 screening conpani es Screening
for it, the average annual paperwork-related time and costs
sum to 34.7 hours costing $730 per carrier; ten year costs
sum to 346.7 hours costing $7,300.

The average anmpbunt of paperwork time and costs for each
smal|l direct air carrier suns to 270.9 hours, costing $6,395
per year. Over ten years, total tinme and costs for al

small direct air carriers sumto 111,048.5 hours costing
$2,621,950.
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Al federal rules that may duplicate, overlap, or conflict
with the proposed rule

The FAA is unaware of any Federal rules that either
duplicate, overlap, or conflict with the proposed rule.

O her Consi derati ons:

Affordability analysis

For the purpose of this analysis, the degree to which snal
entities can "afford" the cost of conpliance is predicated
on the availability of financial resources. [nitial

i mpl ementation costs can be paid from existing conpany
assets such as cash, by borrowing, or through the provision
of additional equity capital. Conti nui ng annual costs of
conpliance may be acconmobdated either by accepting reduced
profits, by raising ticket prices, or by finding other ways
of offsetting :osts.

In this analys:s, one neans of assessing the affordability
is the ability of each of the small entities to neet its
short-termobligations, as shown in Tables B-2 (net incone:
colums B through E) and B-3 (working capital and financial
strength ratios). According to financial literature, a
conpany's short-run financial strength is substantially
influenced by its working capital position and its ability
to pay short-termliabilities, anong other things.

Net working capital is the excess of current assets over
current liabilities. It represents the margin of short-term
debt -paying ability over existing short-term debt. In
addition to the anount of net working capital, two

anal ytical indexes of current position are often conputed:

(1) current ratio; and {2) quick ratio. The current ratio
(i.e., current assets divided by current liabilities) helps
put the anount of net working capital into perspective by
showi ng the relationship between current assets and short-

run debt. And the quick ratio (sonetines called the acid
test ratio) focuses on inmmediate liquidity (e.g., cash,
mar ket abl e securities, accounts receivable, , divided by
current liabilities). A decline in net working capital, the

current ratio, and the quick ratio over a period of tinme
{say, 3 years, 4 years, etc.) may indicate that a company is
| osing financial solvency. Negative net working capital is
an indication of financial difficulty. If a conpany is
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experiencing financial difficulty, it is less likely to be
able to afford additional costs.

There is an alternative perspective to the assessnent of
affordability based on working capital of this proposed

rul e. The alternative perspective pertains to the size of

t he annualized costs of the proposed rule relative to annual
revenues. The lower the relative inportance of the costs,
the greater the likelihood that inplenenting offsetting
cost-saving efficiencies or raising fares to cover increased
costs will not substantially decrease the nunber of
passengers.

The FAA collected financial information on snall air
carriers for 1994 to 1997.°' Unfortunately, sone of the
needed information was not available; in those cases, the
FAA estimated revenue, assets, and liabilities based on
taki ng averages of simlar sized conpanies. For exanpl e,
many of the financial statistics for 13 of the snal

regi onal operators were not available; the FAA estimted the
financial data for these operators based on the four
operators that information was available for.’® However,
because of the paucity of data for small regicnals, many of
the conclusions for many of the small regional carriers may
be questi onabl e.

The financial informati on shown in Tables B-2 and B-3
suggest the foll ow ng:

Liquidity Analysis/Profitability Analysis - Small Air
Carriers

Six of these entities have experienced increases in their
net working capital as well as their current and quick
rati os over the past three or four years, as shown in
Table B-3. They also are generally profitable and,
therefore, probably would have financial resources

avail able to neet the requirenments of this proposed rule.

%3 sources : Air Carrier Financial Statistics Quarterly, Fourth Quarter
{1995, 1996, and 1997), Bureau cf Transportation Statistics, Department
of Transportation and Moody's Transportation Manual, 1998.

* Total financial data was not available for one of the Nationals for
one year, for one of the Medium Regionals for two years, and for
thirteen of the Small Regicnals for two years. Partial financial data
was nct available for twelve of the Small Regicnals for the two other
vears. In addition, two of the 41 small air carriers (one Medium
Regional and one Small Regicnal} were not in operation for the 1994-97
time period.
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One small entity was unprofitable in 1997; however, it

was profitaiie in the three previous years'. In addition,
it has positive net working capital, and its current and
qui ck ratios have been strong. It is likely that this

carrier would not have trouble neeting the costs of this
proposed rule.

For ten currently profitable small entities, their
ability to afford the cost of conpliance is |less certain.
This uncertainty stens fromthe fact that the financial
performances of these entities have been inconsistent
over the past four years.

« The current liquidity and profitability of eleven snall

entities would require action to finance the expected
cost of conpliance inposed by this NPRM, Over the past
two or three years, each of these snmall entities has had
negati ve net working capital. In addition, their
respective current and quick ratios have generally been
on a decline. They have frequently experienced financia
| osses.

For the thirteen air carriers classified as Snal
Regicnals for which the FAA does not have conplete data,
it appears likely that seven of these air carriers would
probably be able to afford the cost of conpliance
associated with this proposed rule, but the other six nay
have probl ens. This conclusion is based on their
projected 1997 profitability.

Rel ati ve Cost | npact

« The other alternative of assessing affordability,

annual i zed cost of conpliance relative to the total
operating revenues, shows that for each of the 41 snal

air carriers inpacted by this NPRM, there would be
relatively small inpacts for nost of the small entities.
As shown in Table B-4, colums D through F, the
annual i zed cost of conpliance relative to total operating
revenues would be less than or equal to 0.61 percent in
all cases.

Hence, for all of the air carriers, the ratio of
annual i zed proposed rule costs to revenues would be |ess
than 1.0 percent for each of the three years from 1995
through 1997. For all air carriers that have liquidity
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and/or profitability problens, there appears to be the
prospect of absorbing the cost of the proposed rule

t hrough sone conbinati on of fare increases and cost
efficiencies.

No cl ear conclusion can be drawmn with regard to the
abilities of sone snall entities to afford the cost of
conpliance that would be inposed by this NPRM. On one hand,
the Liquidity Analysis/Profitability Analysis does not paint
a positive picture of the ability of sonme of the small
entities inpacted by this NPRM to pay near-term expenses

i mposed by this rule, whereas the Relative Cost |npact

Anal ysis indicates that nost of those sane snall entities
may be able, over tine, to find ways to offset the increased
cost of conpliance. As the result of information
ascertai ned from both of these analyses, there is
uncertainty as to whether all of the small entities would be
able to afford the additional cost of doing business due to
conpliance with this NPRM. Because of this uncertainty, the
FAA solicits conments from the aviation comunity
(especially fromsnall air carriers with less than 1,500
enpl oyees) as to what extent small operators subject to this
NPRM woul d be able to afford the cost of conpliance. The
FAA requests that all coments be acconmpanied with clear
supporting data.

Disproporticnality anal ysis

On average, the 41 small entities would be disadvantaged
relative to large air carriers due to disproportionate cost
i npact s. This would occur due to several reasons:

Individual large air carrier's total operational revenues
and current assets are, on average, well over 100 tines

| arger than the revenues and assets for small air
carriers. However, the large air carriers don't deal
with 100 times as many checkpoints, x-ray systens, or
screening conpanies. So, these air carriers enjoy
econom es of scale in terns of the costs of conplying
with this proposed rule;

« Al of the x-ray systens that the FAA anticipates
purchasing (as described in § 108.205) would be purchased
at the higher volune airports, so that alnost all of them
woul d be purchased for large air carriers; indeed, only
one of these systenms would be purchased for a small air
carrier. This would save large air carriers alnost $22
mllion; and
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e« AIl air carriers, whether large or small, would have sone
of the sane fixed admnistrative costs, such as witing
up and naintaining new sections to their security
prograns {as described in §108.103). Having such costs
the same woul d give an advantage to large air carriers
when | ooking at the proportionate effect of this proposed
rul e.

Conpetitiveness anal ysis

This proposed rule would not inpose significant costs on any
smal | carriers. However, due to the financial problens that
certain air carriers are having, there may be sone inpact on
the relative conpetitive position of these carriers in

mar ket s served by them

Since 1993, the rapid expansion of |ow fare service by a
growi ng nunber of carriers in the United States has

stimulated airline conpetition. Low fare carriers offer
service at the same or nearby airports in conpetition with
conventional major carriers. Low fare carriers' success

depends on them having such |ow costs that they can offer
prices that major carriers cannot match for |arge
proportions of their flights. The | ow fare segnent of the
airline industry is still evolving, and the growth is
causing changes within the U S. air transportation system

In a 1996 study, "The Low Cost Airline Service Revolution",
the U S. Departnment of Transportation identified several |ow
cost carriers.’” Three of the small entities inpacted by
this proposed rule -- Frontier, Spirit, and Vanguard -- were
among those identified in the 1996 DOT report. In addition
another small carrier, Mdway Airlines, which wuld be

i npacted by this proposed rule, may al so be considered |ow
price carriers. Because these four carriers are conpeting
with majors on the basis of price, they would need to seek
ways to absorb the costs of the rule rather than sinply
raising fares. Wile this is not an easy task, it may be
possi bl e because the cost of the rule is expected to be |ess
t han one percent of recent annual revenues (see Table B-4}
for these four carriers.

Three of the inpacted snmall entities are regional carriers
whi ch code-share with major airlines -- Executive Airlines
code-shares with Anerican, UFS Inc. code-shares with United,

** The study did not provide a definitive list of all low fare carriers.
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and Trans States with TWA, Alaska Airlines, US Airways and
Nor t hwest . Code-sharing is a device whereby in sonme narkets
regional carriers feed traffic to magjors (and vice versa)
rather than conpete with majors for traffic. Thus, for the
code-sharing snmall regional carriers inpacted by this
proposed rule, conpetition may be limted to conpetition
with other regional airlines rather than with major

airlines. In a simlar vein, Alr Wsconsin, one of the
entities classified as a national, is affiliated with United
Airlines. For Air Wsconsin, annualized cost of the

proposed rule is a very |low percentage of annual revenues

(Table B-4); it seens unlikely that the cost inpact of the
proposed rule would reduce the conpetitiveness of that air
carrier.

Wil e the preceding discussion points out potential inpacts
of the proposed rule on the conpetitiveness of snall
entities, there is uncertainty associated wth the actual

i npact that this proposed rule would have on the |evel of
conpetition within the United States. However, sSince costs
on few air carriers would be high, it is unlikely that few
smal|l carriers would be inpacted in a way to harmtheir
conpetitiveness.

The FAA solicits comments on this issue fromthe U S

airline industry and small airlines in particular.
Specifically, commenters are asked to provide information on
the inpact that this proposed rule would have on the
continued ability of small airlines to conpete in their
current markets. Comments are especially sought from
operators with 1,500 or fewer enployees who woul d be

i npacted by this proposed rule. The FAA requests that
supporting data on nmarkets and cost be provided wth the
commrent s.

Busi ness cl osure anal ysis

The FAA is unable to determine with certainty the extent to
which those small entities that would be significantly

i npacted by this proposed rule would have to close their

oper at i ons. However, the profitability information shown in
Table B-2 and the affordability analysis can be indicators

i n business closures.

In determning whether or not any of the 41 small entities
woul d close as the result of conpliance with this proposed
rule, one question nust be answered: "Wuld the cost of

conpliance be so great as to inpair an entity's ability to
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remain in business?" A nunber of these small entities are
already in sericus financial difficulty. To what extent the
proposed rul e ::akes the difference in whether these entities
remain in pusiness is difficult to answer. The FAA believes
that the iikelihcod of business closure for any of these
small air carriers as a result of this proposed rule is |ow
t o noderate. However, since there is uncertainty associated
wi th whet her sone of the snmall entities would go out of
business as the result of the conpliance cost of this
proposed rule, the FAA solicits conments from the aviation
community as to the likelihood of this occurrence. As noted
above, the FAA requests that all comrents be acconpanied
with clear supporting data.

Al ternatives

The FAA considered alternatives to the proposed rule for
small direct air carriers. These alternatives have
conpliance costs that range from $13.30 mllion to $19.95
mllion. Tabl e B-S shows the annualized costs to each of
the air carriers under each alternative and whether those
costs would be significant. A discussion of these
alternatives fcllows., The first alternative is the current
situation, while the fifth alternative is the proposed rule.
For each of the other three alternatives, the FAA will first
state the proposed alternative, followed by a discussion of
the sections tnat would be affected, how nuch it would save
each air carrier, how much it would save all small air
carriers, and why the FAA believes that the alternative
woul d not enhance security.

Alternative 1 - Status Quo

Under this alternative, the FAA would exenpt snall direct
air carriers fromall requirenments of this proposed rule.
Continuing with this policy would be the |east costly course
of action but also would be | ess safe than the proposed
rule; direct air carriers are ultimtely responsible for
proper screening, as they nust be able to ensure that the
screeni ng conpanies are in conpliance and that screening
personnel are perform ng adequately. The FAA believes that
the threat to ~ivil aviation within the United States has
increased and 'hat further rulemaking is necessary. Thus
this alternative is not considered to be acceptabl e because
it permts continuation of an unacceptable level of risk to
U S. airline passengers.
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Concl usi on: Under this alternative, there is a likelihood
of a terrorist act resulting in a Cass | Explosion
involving large comrercial airplanes that operate within the
United States (discussed previously in the benefits section
to this evaluation). In addition, the FAA would not neet

t he Congressi onal nandat e.

Alternative 2 ~ The FAA considered doing away with the test
nonitoring requirements of screening companies by snall
direct air carriers.

Proposed §§ 108.229, 109.205, and 129.25(n) would require
that each carrier nonitor each screener training test for
all screening 'conpanies that conduct screening on the air
carrier's behalf. Each test nonitor would have to be a
direct air carrier enployee (not a contract enployee) who
does not have any part 111 or any other screening-related
responsibilities.

This alternative would result in cost savings to each snall
direct air carrier. These carriers would no |onger have to
process the request letters from screening conpanies or have
enpl oyees nonitor the tests. This would result in savings
of about $30 per test per direct air carrier. For an air
carrier with two conpanies screening for them this
alternative would result in annual savings of approximtely
$2,900. Over ten years, this alternative would save al
smal|l direct air carriers $2.68 mllion (net present val ue,
$1.73 mllion!, resulting in total conpliance costs of
$17.27 mllion (net present value, $12.54 mllion).

The FAA believes that this alternative would not enhance
security. Because air carriers are ultimtely responsible
for ensuring the safe and proper screening of persons and
property, the FAA believes that it is inportant to ensure

air carrier involvenent with critical aspects of this

r ul emaki ng. Monitoring testing is a critical aspect of this
rul emaking, for it helps to prevent potential screeners from
passing the tests by cheating and other unauthorized

conduct . Renmoving the nonitoring requirement would dimnish
the enphasis and inportance that this proposed rule places
on air carrier oversight. In addition, retaining the

nonitoring requirenent helps to support the concept of a
bal ance of responsibilities between screening conpani es and
the air carriers for which they screen.
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Concl usi on:

Under this alt.-.rnative, there would be |ess coordination
between small air carriers and screeni ng conpanies. This
coordination is inportant as it enphasizes both air carrier
oversi ght responsibility and pronotes bal anced
responsibilities between the carriers and screening

conpani es. Less nonitoring could result a dimnution on the
i mportance of training and testing and could increase the
possibility of cheating and other unauthorized conduct. The

FAA believes that potential cost savings would be outwei ghed
by a reduction in security.

Alternative 3 - The FAA considered not requiring that
smal | er screening conpani es obtain approval fromtheir
carriers before submitting their security program anendnments
to the FAA

Proposed § 111.107 would require screening conpanies to
include in any proposed anendnent packages that they send to
the FAA statenments that all carriers for which they screen
have been advised of the proposed anendnents and approve of
t hem Hence, each air carrier would have to process and
respond to any proposed anmendnent by the screening conpanies
t hat conduct screening on its behalf.

This alternative would result in cost savings to each small

direct air carrier. These direct air carriers would not
need to spend tine evaluating the proposed anendnments by the
Screeni ng conpani es. In addition, these direct air carriers

woul d not to conment on proposed changes by the FAA to the
5358P.

The direct air carriers would no |onger have to expend
resources evaluating the proposed anmendnents by the
Screeni ng conpani es. This woul d save each air carrier
approximately $1,100 when initially review ng each screening
conpany's proposed anendnent, and about 3$2CC if the carrier
proposed changes and the screening conpany responded to

t hese changes. In addition, this would save about $200 for
each FAA proposal sent to each applicabl e screening conpany.
For example, for an air carrier with two conpanies screening
for it, this alternative would produce annual savings of
approximately 54,400, COver ten years, this alternative
woul d save all small direct air carriers 3$6.65 mllion (net
present value, $4.67 mllion), resulting in total conpliance
costs of $13.20 mllion (net present value, $9.60 mllion).
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The FAA believes that this alternative would harm security.
Air carriers are responsible, by statute, for screening and
woul d be held responsible along with the screening conpanies
for conplying with part 111 and the $SSP. The carriers
woul d therefore need to be kept informed about any changes
to screening-related regul ations, and should have the
opportunity to coment on and approve of them before the FAA
approves the changes. The FAA would have a difficult time
hol ding carriers accountable for changes of which they were
not made aware; this alternative would ensure that sone air
carriers were not made aware of all changes.

Concl usi on:

Under this alternative, all carriers would not be inforned
of all screening-related changes to the applicable SSSP.
Wthout the opportunity to understand and coment on the
proposed changes, security could be conprised. The FAA
bel i eves that potential cost savings would be outwei ghed by
reduction in a security.

Alternative 4 - The FAA considered not requiring that smal
air carriers install and operate TIP on their x-ray systens.

Based on proposed § 108.205 (current § 108.17), each air
carrier would need to ensure that each x-ray systemthat it
uses has a TIP systemthat neets the standards set forth in
its security program As TIP is a new system some ol der x-
ray systens have not been designed to run TIP. Accordingly,
many x-ray systenms at airports would need to be replaced
with newer systens that are TIP conpatible.

This alternative would result in cost savings to all smal
air carriers. These carriers would not have to purchase

TI P-conpati ble x-ray systenms or nmaintain the TIP portions of
the systens annually. This would result in savings of
approximately $40,400 in the initial purchase year and about

$700 in subsequent years. Inall, 144 x-ray systenms would
not have to be bought. Over ten years, this alternative
woul d save all small air carriers $6.09 mllion (net present

value, $4.58 mllion), resulting in total conpliance costs
of $13.30 mllion (net present value, $9.60 mllion).

The FAA believes that this alternative would harm security.
Pronoting this alternative would result in inconsistent

neasurements of performance at different airports and even
at different screening locations within airports; the FAA
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believes that it is inportant to have consi stent
measurements of performance at all screening locations. In
addition, the 7AA needs to ensure the sane |evel of safety
and continuity at all of the Nations airports and screening
| ocations.

The success rates from TIP can be recorded and |ater

anal yzed by the FAA the carriers, and the screening
conpani es to continuously nonitor how well the screening

| ocation is operating. For instance, the FAA m ght | ook at
the success rates of the screeners detecting various Kkinds
of test pieces, the success rates at different tinmes of day
and during different traffic levels, and the other factors
that may affect screening effectiveness. TIP al so serves as
a continuous neans of on-the-job training for screeners.
Hence, not having TIP would result in a reduction in
security for those small air carriers covered under this
alternative in particular and for the entire aviation system
in general.

Concl usi on:

Under this alcsrnative, there would be a decrease in
screener effec-iveness and a reduction in the nunber of ways
to neasure this decrease. Thi s conputer-based systemis
capable of introducing test objects to screeners on the x-
ray machines at any rate set on the conputer. The program
can be set to run all the tine that the screening |ocation
is in use. The test itens can easily be added to or changed
by sinply loading new software into the conputer. W t hout
TIP, air carriers and screening conpanies would | ose the
ability to increase screener effectiveness and hone their
skills. The FAA believes that potential cost savings woul d
be outwei ghed by a reduction in security.

Alternative 5 -~ Proposed Rule

This alternative represents the proposed rule for direct air
carriers. Under this alternative, small direct air carriers
woul d be subject to all aspects of this proposed rul emaking.
The cost of conpliance expected to be incurred by the 41
small entities subject to the requirenents of the proposed
rule is estimated to be $19.95 mllion ($14.27 mllion,

di scounted) over the next 10 years. This alternative is
preferred beca.se the FAA believes that it has the best

bal ance between costs and benefits for all screening
conpani es while enhancing aviation safety and security (in
the formof risk reduction) for the traveling public.

88



2. Screeni ng Conpani es

Reasons why the FAA is considering the proposed rule

The reasons are the sane as those di scussed above for the
small air carriers.

The objectives and | egal basis for the proposed rule

The objectives and | egal basis are the sane as those
di scussed previously for the small air carriers.

The kind and nunber of snmall entities to which the proposed
rule woul d apply

The proposed rule applies to 66 screening conpanies that
screen for direct air carriers subject to FAR parts 108 and
129, of which 38 are small entities (with 1,500 or fewer

enpl oyees). A brief financial profile of these snal
entities is provided in Tables c-2 (net incone) and C-3
(assets, liabilities, and financial strength ratios).®®

The projected reporting, recordkeeping, and other conpliance
requi renments of the proposed rule

As required by the Paperwork Reduction Act of 1895 (44
U.s.C. 3507(d)), the FAA has submtted copies of these
proposed sections to the Ofice of Minagenent and Budget
(OMB) for its review Twel ve proposed sections woul d inpose
paperwork costs on screening conpanies:

a. Proposed section 111.105 - would require screening
conpani es to acknow edge recei pt of the Screening Standard
Security Program (SSSpP) to the FAA Screeni ng conpani es
woul d al so be required to nmaintain copies of the sssp at
speci fied | ocations.

Screeni ng conmpani es would incur costs due to a clerk needing
to send a letter to the FAA acknow edgi ng recei pt of the
S5S5P or on the decision to decide to anend the SSsSp, with
the tinme and costs for each screening conpany sunmng to ©.4
hours and $9 for the first year and 0.3 hours and $5 for

* As will be described in more detail below, the FAA was not able to
collect informaticon on half of the small screening companies and was
only able to obtawn financial data for 19 companies. The financial data
for 13 companies was |ncorrpl ete, so portions had to be estimated.
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each subsequent year. Each conpany would al so need to

mai ntain one -opy of the SSSP at each airport it serves and
provide a copy to each air carrier it screens for; each
smal | screening conpany is |located at an average of 4
airports and screens for an average of 5 air carriers. The
average tine and cost for each conpany would be 5.0 hours
costing $155 for the first year, and 0.5 hours costing $16
in subsequent years. Over ten years, the total paperwork
time and cost for each screening conpany would be 12.6
hours, costing $353.

b. Proposed section 111.107 woul d describe the approval and
amendnent process for each screening conpany's SSSP. This
woul d include a requirenent that screening conmpani es submt
a signed, witten statenent to the FAA stating that they
woul d accept the SSSP as their security program or that they
woul d accept the sssp after making changes to it. This
section would al so describe the required process for
screening conpanies to submt anmendnents to their SSSP.

Screeni ng companies would need to submt a signed letter to
the FAA about :ts SSSP intentions; the tine and cost for
each conpany would be C¢.2 hours costing $4 in the first year
only. Conmpanies would also need to informthe air carriers
t hey screen for about any proposed sssp amendnents and send
t hem a package containing these proposed anmendnments; each
smal | screening conpany screens for an average of five air
carriers. The time and cost for the average conpany woul d
be 1.3 hours costing $41 for each year. Over ten years, the
total paperwork tinme and cost for each screening conpany
woul d be 12.7 hours, costing $414.

c. Proposed section 111.109 would require screening
conpanies to have certificates. Al'l conpanies woul d apply
initially for provisional certificates. Requi renents are
also included in this proposed section for applying for and
renewi ng standard certificates.

Screeni ng conpani es would need to spend tine preparing the
application for the provisional certificate; the tine and
cost for each company would be 6 hours costing $148 in the
first year only. Since the provisional certificate is only
good for one year, each conpany would need to spend tine
applying for a standard certificate the follow ng year.

Five years later, they would need to spend tine renew ng
this standard certificate; in both cases, they would need to
spend 4.5 hours costing 3111 for this standard certificate.
In all years, they would need to spend tine anmending their
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certificate, which sumto 1.5 hours costing $37. Hence
each screening conpany would need to spend 30 hours for
paperwork over ten years at a cost of $629.

d. Proposed section 111.113 would include the content and
availability requirenents for the operations specifications
(ops specs). Screening conpanies would need to prepare the
ops specs; this is estimated to take 160 hours, costing each
conpany $4,220 in the first year. They woul d need to
provide a copy of the ops specs to each screening |ocation
and each air carrier for which it provides screening for
The average small screening conpany screens at five
screeni ng checkpoints and provides screening for five air
carriers, so the average small screening conpany woul d have
to prepare 10 copies of its ops specs for distribution
taking 0.8 hours at a cost of $96 in the first year. They
woul d al so need to provide copies of changes to their ops
specs to each screening location and each air carrier
requiring 0.1 hours at a cost of $13 in each year. Hence,
over ten years, each screening conpany woul d have paperwork
requirements of 161.7 hours, at a cost of $4,446.

e. Proposed section 111.115 would require that applicants
submt their proposed ops specs to the FAA when applying for
a provisional screening conpany certificate;, this section

al so sets out the procedures for anending these

certificates.

Each screening conpany would need to submt its ops specs to
the FAA at an initial year cost of $5, Each conpany woul d
need to respond to the FAA's concerns and edits, requiring
9.1 hours and costing $225 annually. Each screeni ng conpany
woul d anmend its ops specs annually, requiring 64 hours
costing $3,216 annually, and would need to respond to the
FAA' s edits and nodification, requiring 3.8 hours costing

$98& annual | y. Each screening conmpany would also need to
respond to the FAA's anmendnents to its ops specs, requiring
64 hours at a cost of $3,216 annually. Hence, each

screeni ng conpany woul d have paperwork requirenments of 140.¢
hours, costing $6,760, in the first year and 140.9 hours,
costing $6,755, in subsequent years for a ten year total of
1,409.2 hours, costing $67,555.

£. Proposed section 111.117 would require that screening
conpanies allow the carrier(s) for which they are performng
screening to inspect and test the performance of their
screeni ng personnel . This section would also require each
screening conpany to provide a copy of each proposed and
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each final enforcenment action to each applicable carrier.
The average sr.:11 screening conpany screens for five direct
air carriers. At an average of 11 actions per year, each
conpany would need to spend 9.2 hours, costing $235 per year
on paperwork r=lated requirenments; over ten years, this sums
to 91.70 hours, costing $2,350, per conpany.

g. Proposed section 111.119 would require each screening
conpany to nmmintain a principal business office, and to
notify the FAA in witing in advance of changing the
location of its business office. The FAA expects that each
screeni ng conpany woul d nove once every 3 years, so the
total tine for the average conpany would need to spend in a
year would be 0.1 hours at a cost of $1. Over ten years,

t hese paperwork-related requirements sumto 0.5 hours,
costing $1C per conpany.

1. Proposed section 111.209 Includes screening conmpany
managenment requirenments, including requirenents to designate
a screening perfornmance coordinator {SpPC). Each screening
conpany would »e required to notify the FAA of any change or
any vacancy re.arding the SpC. The FAA assunmes an annua
turnover rate ror SPC's of 5 percent per year, so there
woul d be, on average, 2 new SPC’s for the small screening
conpani es each year. Over ten years, each conpany woul d
need to spend C.1 hours, costing $2, on paperwork-related
requiremnents.

j. Proposed section 111.215 describes the requirements
related to training tests. Each screening conpany woul d be
required to ensure that each test that it admnisters is
nonitored by a direct enployee of the carrier for which it
screens. The average small screening conpany screens for 5
air carriers, so paperwork-related requirenments for each air
carrier conprise 0.8 hours at a cost of $19 per year per
screeni ng conpany. Ten year totals, per conpany, sumto
8.30 hours, costing $190.

k. Proposed section 111.219% would require that each
screening conpany issue a letter of conpletion of training
to each screener upon successful conpletion of its approved
course of training. The average snall screening conpany has
62 screeners and 10 CSS’s and would need to wite an average
of 1.1 letters per screener, for a total of 79 letters per
year. Paperwork-rel ated requirenents, per screening

conpany, would take 13.2 hours at a cost of $277 per year;
ten year totals sumto 131.7 hours, costing $2,770.

92



1. Proposed section 111.221 would require several itens
regardi ng screener training records. Screeni ng conpani es
woul d be required 'co nake a copy of a screener's training
record available to the screener upon the screener's
request. Screeners would be permtted to request that their
previ ous screening conpany enployer send copies of their
training and performance records to another screening
conpany. In addition, screening conpanies would be
permtted to directly request screener training and
performance records from another screening conpany with a
screener's witten consent.

Each smal| screening conpany woul d have an average of one
screener transferring screening conpanies per Yyear,
requiring 0.3 hours at a cost of %10 per year. Ten year
paperwork-rel ated requirenents sum to 2.50 hours, costing
$100 per conpany.

The average anmount of paperwork for each small screening
conpany totals 1,861.0 hours costing $78,25%9 over ten years.
Over ten years, total tinme and costs for all small screening
conpanies sumto 70,718 hours costing $2,973,836.

Al Federal rules that may duplicate, overlap, or conflict
with the proposed rule

The FAA is unaware of any Federal rules that either
duplicate, overlap, or ccnflict with the proposed rule.

& her Consi derations:

Affordability analysis

The previous discussion under 'Affordability Analysis' for
smal|l air carriers is applicable to small screening

conpani es. The FAA prepared Tables C-2 (net incone: colums
B through E) and ¢-3 (working capital and financial strength
ratios) to analyze the degree to which small entities can
"afford" the cost of conpliance.

The FAA attenpted to collect financial information on small
screening conpanies.” |In many cases, the data were not

"7 sources Air Carrier Financial Statistics Quarterly, Fourth Quarter
{1995, 1996, and 1997), Bureau of Transportation Statistics, Department
of Transportation; Moody's Transportation Manual, 1998; and Dun &
Bradstreet - Business Information Report.
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avail able; data were available for only 19 conpanies for
1994 to 1997. O the 38 small screening conpanies, 8 were
smal|l air carriwrs that screen for thenselves and other air
carriers; the financial information available is the sane as
was used in the previous small air carrier analysis.
Unfortunately, though, there is no requirenment for screening
conpanies to report their financial data as there is for air
carriers, so there is no readily available source for

financial information. In addition, many of these conpanies
are privately held conpanies that do not have to report
their assets, liabilities, profits, and revenues. The FAA

was able to find sone information for 11 screening

conpani es, but the scope of the data varied extensively;

some of these conpanies have not updated their publicly

di scl osed financial data in several years. For two of the
conpani es, the nost recent data publicly available were from
1993,° another had current assets and liabilities available
only for 1994, while a fourth had net profits, current

assets, and current liabilities available for only 13%4 and
1995. In many cases, total operating revenue and quick
assets were available, at nost, for one year.

Anot her problem facing this type of financial analysis for a
conpany that provides many services to include screening is
that no matter how small a percentage of its business cones
from screening the conpany needs to be considered under this
Initial Regulatory Flexibility Analysis, if it has less than
1,500 enpl oyees. Nei ther finding data for such conpanies
nor applying this data to other screening conpanies is

strai ght f orward. In addition, of the 1% screening conpanies
for which the FAA had (or estimated) 1997 financial data, 8
of the 9 |argest conpanies were snall air carriers (and sone
of the data for these were based on estinates). Hence, it
is difficult to extrapolate their financial information to
makes estimations for other small screening conpanies.

The FAA attenpted to make estimtes based on the avail able
data.’® The FAA requests financial data for all screening

* The FAA did not attenpt to project this data into the 1994 to 1997
timeframe examined.

“* In no case, from the data received from Dun & Bradstreeet - Business
Information Repori, was there financial information available for all
five categcries (cotal operating revenues, net profit, current assets,
current liabilities, and quick assets) for 1994 to 1997, the four years
examined. For those CONMpanl €S with data available for more than one
year, the FAA est:mated the missing data by looking at the growth of
current assets in previous years, where available, to project revenues,
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conpanies, particularly those where no information was
publicly available; in all cases, the FAA requests that all
data be acconpanied by clear docunentation

The financial information shown in Tables C-2 and C-3
suggest the follow ng:

Liquidity Anaiysis/Profitability Analysis

O the six screening conpanies that are also air carriers
for which the FAA has conplete data on, two would
probably ha-e no problem meeting the proposed rule's
requi renents; two mght have trouble neeting the
proposed rule's requirenents due to their inconsistent
financial performance in previous years; and two

probably woul d have trouble neeting the proposed rule's
requirements due to poor financial performance.

« The other two screening conpanies that also are air
carriers are small regional air carriers for which, as
noted previously, the FAA did not have conplete data; it
appears that both would probably be able to afford the
cost of compliance associated with this proposed rule.
This conclusion is based on their projected 1997
profitability.

As di scussed above, the FAA has inconplete data on the
remai ning 11 screening conpanies and had to estinate
portions of their financial data. Accordingly, these
conclusions are |ess certain:

current assets, and quick assets, and by looking at the growth in net
profits and current liabilities tc project each of these.

For those companies with data available for one year or for those
companies that only had current assets and liabilities available, the
FBA consulted financial data from Value Line for eight service
companies. These eight ccmpanies furnish specialized personnel
placement services, such as providing security, temporary employee, or
staffing and outsourcing persconnel. While the average size of these
companies are much larger than the small screening companies, these
service companies provide a proxy acceptable to the FBA as they are all
in the same type of business as the screening companies, providing
service personnel. From Value Line, the FAA was able to obtain data,
for the four years examined, on revenues, profit, current assets, and
current liabiliti:s. Based on this data, the FAA projected data for the
small entities based on average historical growth rates and ratios.

The FAA was unable to find information for four companies on guick
assets for any year. These were estimated by comparing the ratio of
guick assets to current assets fer the other 15 companies, and applying
this ratio to ea:zh company’'s current assets for all four years examined.

95



Five of these entities have experienced increases in
their net working capital as well as their current and
qui ck ratios over the past three or four years, as shown
in Table c-3. They also are generally profitable and

t herefore probably would have financial resources

avail able to neet the requirenments of this proposed rule.

One small entity was unprofitable in 1934 but has been
profitable in the last three years. Another small entity

has been profitable in the past two years. Bot h now have
positive net working capital, and their current and quick
rati os have been strong. It is likely that these

conpani es woul d not have trouble neeting the costs of
t his proposed rule.

For two snall entities, their ability to afford the cost
of conpliance is |less certain. For one of these, while
it was profitable for all four years, its net working
capital as well as its current and quick ratios have been
declining; 1in addition, it had negative net working
capital in 2996 and 1997. For the other, while it has
had positive net working capital for last three years, it
has not been profitable in two of these three years.

The current liquidity and profitability of two snal
entities would require action to finance the expected
cost of conpliance inposed by this NPRM. Over the past
two or three years, each of these snmall entities has had
negati ve net working capital. In addition, their
respective current and quick ratios have generally been
on a decline. They have frequently experienced financia
| osses.

Rel ati ve Cost | npact

In | ooking at the annualized cost of conpliance relative
to the total operating revenues for each of the 8 snal

air carriers that also provide screening services, the
FAA notes that the costs show relatively snall inpacts
for these small entities. As shown in Table c-4, columms
D through F, the annualized cost of conpliance relative
to total operating revenues would be |less than or equal
to .12 percent.

e« In looking at the annualized cost of conpliance relative

to the total operating revenues for the other 11 snal
entities, these ratios are not as benign. As shown in
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Table C~-4, colums D through F, the annualized cost of
compliance “.elative to total operating revenues woul d be
| ess than or equal to 3.19 percent. This ratio for two
conpani es exceeds 1.0 percent for all three years

exam ned; each of these three conpanies was profitable
for all years shown in this Table. It is inportant to
enphasi ze, «.nce again, that nmany of these ratios are
based on es-imated total operating revenues.

« Hence, for each of the small screening conpanies, the
rati o of annualized proposed rule costs to revenues woul d
be no nore than 3.19 percent for each of the three years
from 1995 through 1997. For the four screening conpanies
that had liquidity and/or profitability problens in 1997,
this ratio has been no greater than 0.38 percent over
this 3-year period, so there appears to be the prospect
of absorbing the cost of the proposed rule through price
and production efficiencies.

No clear conclusion can be drawn with regard to the
abilities of sone small entities to afford the costs of
conpliance that would be inposed by this NPRM, On one hand,
the Liquidity Analysis/Profitability Analysis does not
portray a positive picture of the ability of sonme of the
small entities inpacted by this NPRM to pay near-term
expenses inposed by this rule, whereas the Rel ative Cost

| npact Analys:s indicates that nost of those sane smal
entities may be able, over time, to find ways to offset the
i ncremental costs of conpliance. As the result of
information ascertained from both of these anal yses, there
is uncertainty as to whether all of the small entities would
be able to afford the additional costs of doing business due
to conpliance with this NPRM. Because of this uncertainty,
the FAA solicits coments from screening conpanies
(especially fromsnmall companies with less than 1,500

enpl oyees) as to what extent snall conpanies subjectto this
NPRM would be able to afford the costs of conpliance. The
FAA requests that all coments be acconpanied with clear
supporting data.

Disproportionality anal ysis

Due in large part to the paucity of data from which to work,
the FAA can not draw any firm conclusions concerning any of
the 38 small entities would be disadvantaged relative to

| arge screening conpanies due solely to disproportionate
cost inpacts. The FAA conpared the annualized costs of the
five largest s.ureening conpanies to an average of annualized
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costs of the smnall entities, and found themto be, on
average, 12 ti.ies as |arge. This conparison was basically
inline with the conparison of the total operating revenues
of the largest screening conpanies to the average of the
small entities; these average, 11 times as large for both
1996 and 1997. However, this conparison was double the
conpari son of current assets of the |argest screening
conpanies to the average of the small entities for these
sane two years; the FAA found themto be, on average, 6
times as |arge. This anal ysis suggests that large entities
may be disadvantaged relative to small screening conpanies
due to disproportionate cost inpact. The FAA requests that
both | arge and small screening conpanies provide additional
financial data to assist the FAA in determ ning any
financial disproportionality. As always, the FAA requests
that all submtted data be acconpanied with clear
docunent ati on

Conpetitiveness analysis

This proposed ru:le would not inpose significant costs on any
smal | screeni ng comnpani es. However, due to the financial
problens that zertain air carriers are having, there may be
sone inmpact on the relative conpetitive positions of these
carriers in markets served by them

The FAA solicits coments on this issue fromall screening
conpani es and small screening conmpanies in particular. The
FAA requests that supporting data on markets and cost be
provided with the conments.

Busi ness cl osure anal ysis

The FAA is unable to determne with certainty the extent to
whi ch those small entities that would be significantly

i npacted by this proposed rule would have to close their

oper ati ons. However, the profitability information shown in
Table C-2 and the affordability analysis can be indicators
in business cloysures.

In determning whether any of the 38 small entities would

cl ose business as the result of conpliance with this
proposed rule, one question nmust be answered: "Wuld the
cost of conpliance be so great as to inmpair an entity's
ability to remain in business?" O the information that the
FAA has on 19 of these entities, four already are in serious
financial difficulty. To what extent the proposed rule
makes the difference in whether these entities remain in
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business is difficult to answer. The FAA believes that the
i kel i hood of business closure for any of these snmall
screening conpanies, as a result of this proposed rule, is

| ow t 0 moderat=. However, since there is uncertainty

associ ated with whether sonme of the small entities would go
out of business as the result of the conpliance costs of
this proposed rule, the FAA solicits comments fromthe
aviation comunity as to the likelihood of this occurrence.
As always, the FAA requests that all comments be acconpani ed
with clear supporting data.

Al ternatives

The FAA considered alternatives to the proposed rule for
smal | screeni ng conpani es. These alternatives have
conpliance costs that range froms$12.73 mllion to $13.10
mllion. Table C~-5 shows the annualized costs to each of
the air carriers under each alternative and whether those
costs would be significant. A discussion of these
alternatives follows. The first alternative is the current
situation, while the fifth alternative is the proposed rule.
For each of the other three alternatives, the FAA wll first
state the proposed alternative, followed by a discussion of
the sections that would be affected, how nmuch it would save
each screeni ng conpany, how nuch it would save all snall
screeni ng conpani es, and why the FAA believes that the
alternative would not enhance security.

Alternative 1 - Status Quo

Under this alternative, the FAA would exenpt small screening
conpanies fromall requirenments of this proposed rule.
Currently, the FAA does not regul ate screeni ng conpanies
directly. Continuing with this policy would be the [|east
costly course of action but also would be | ess safe than the
proposed rule and would not fulfill the Congressiona

mandat e. The FAA believes that the threat to civil aviation
within the United States has increased and that further

rul emaking i s necessary. Thus, this alternative is not
considered to be acceptable because it permts continuation
of an unacceptable level of risk to U S airline passengers.

Concl usi on: Under this alternative, there is a possibility
of a terrorist act resulting in a Gass | Explosion

involving large commercial airplanes that operate within the
United States .discussed previously in the benefits section
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to this evaluation). In addition, the FAA would not neet
t he Congressichal mandat e.

Alternative 2 - The FAA considered doing away with direct
air carrier test nonitoring requirenents for smaller
screeni ng conpani es.

Proposed § 111.215 would require each screening conpany to
ensure that each test is nonitored by an enpl oyee of the
carrier for which it screens. The screening conpany woul d
be responsible for informng the applicable carrier(s) that
it plans to admnister a test to screener trainees. The
applicable carrier(s) would be responsible for providing
test nonitors upon request. Under this alternative, small
screeni ng conpani es would not have to request a testing
noni t or

This alternative would result in cost savings to all snal
screeni ng comp.nies. These conpanies would no | onger need
to wite lettecs to the applicable direct air carrier
requesting the enployees to nonitor the tests. This relief
woul d save labor and postage costs of about $10 per test per
air carrier. ror exanple, for a screening conpany that is
provi ding screening services to two air carriers, this would
result in annual savings of approximately $800. Over ten
years, this alternative would save all small screening
conpani es $357,800 (net present value, $251,300), resulting
in total conpliance costs of $12.74 mllion (net present

val ue, $8.85 mllion).

The FAA believes that this alternative would not enhance
security. Because air carriers are ultimately responsible
for ensuring the safe and proper screening of persons and
property, the FAA believes that it is inportant to ensure
air carrier involvenent with critical aspects of this

rul emaki ng. Monitoring testing is a critical aspect of this
rul emaking, for it helps to prevent potential screeners
passing the test by cheating and other unauthorized conduct.
Renoving this nonitoring requirenent would strongly dimnish
the enphasis and inportance that this proposed rule places
on air carrier oversight. In addition, retaining the
nmonitoring requirenment helps to support the concept of a

bal ance of responsibilities between screening conpani es and
the air carriers that they screen for.
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Concl usi on:

Under this al::rnative, there would be | ess coordination
between air carriers and snmall screening conpanies. Thi s
coordination is inportant as it enphasizes both air carrier
oversi ght responsibility and pronotes bal anced
responsibilities between the carriers and screening

conpani es. Less nonitoring could result in a dimnution on
the inportance of training and testing and coul d increase
the possibility of cheating and other unauthorized conduct.
The FAA believes that potential cost savings would be
out wei ghed by a reduction in security.

Alternative 3 - The FAA considered not requiring that c¢ss's
and shift supervisors of smaller screening conpanies
conpl ete | eadership training.

Proposed § 111.205 would require persons wth supervisory
screening duties to have initial and recurrent training that
i ncludes | eadershi p and nanagenent subjects. Al CSs’s and
shift supervisors would be required to take annual classes
in | eadership training, which would be a new requirenent.
Initial training would be for 8 hours, with recurrent
training lasting 3 hours. G ass size would be a maxi num of
20 per cl ass. Under this alternative, small screening
conpani es would not be required to have their Css’s and
shift supervisors take this training.

This alternative would result in cost savings to all snal
Screeni ng conpani es. These conpani es would no | onger need
to pay to have their personnel take these classes or pay for
| eadership training instructors. For initial year training,
this would result in savings of about se0, $90, and $160 for
each €8s and shift supervisor not trained and trainer not
required, respectively, while for subsequent year training,
this would result in savings of about %20, $30, and $60 for
t he sane personnel, respectively. For exanple, for a
screening conpany with 10 css’s and 1 shift supervisor
(requiring 1 trainer), this alternative would result in
annual savings of approximately $900 for the initial year of
the proposed rule and $800 for all subsequent years. Over
ten years, this alternative would save all small screening
conpani es $292,900 (net present value, $205,000), resulting
in total conpliance costs of $12.80 mllion (net present
value, $8.89 mllion).

The FAA believes that this alternative would harm security.
Security is best served when conpetent, qualified |eadership
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exists at all locations, whether large or small, busy or not
busy. There are certain core skills that csS's and shift
supervisors need in order to perform their responsibilities
effectively, and these skills would be addressed in the

| eadership training, and include comunication, |eadership,
conflict avoi dance and problem resol ution, and checkpoi nt
managenent . In addition, incidents can happen at any type
of screening location and the CSs's and shift supervisors
all need to be prepared to handl e them

Concl usi on:

Under this alternative, there would not be consistency of

| eadership at the different screening checkpoints. The FAA
bel i eves that there needs to be a uniform effective,

nati onwi de standard for |eadership training of Css's and
shift supervisors at all screening locations; the effects of
i nconsi stent |eadership would result in incongruous
screening practices leading to a possible increase in
checkpoi nt incidents. The FAA believes that potential cost
savi ngs woul d be outwei ghed by a reduction in security.

Alternative 4 - The FAA considered not requiring that
smal | er screening companies obtain air carrier approval
before submitting their security program anmendnents to the
FAA.

Proposed § 111.107 would require screening conmpanies to
include in any proposed anendment packages that they send to
the FAA statenments that all carriers for which they screen
have been advi sed of the proposed amendnents and have no

obj ection to them Hence, each screening conpany woul d have
to send the proposed anendnent to every carrier for which it
screens and respond to any changes that that carrier

pr oposes.

This alternative would result in cost savings to all snal
sScreeni ng conpani es. These screening conpanies would no

| onger have to send copies of their proposed anendnents to
their carriers or respond to their carrier's nodifications.
For the initial mailings, this would result in costs savings
of about 510 for each carrier that the screening conpany
woul d no | onger have to send information to. In addition,

t he screening conpany would no | onger have to expend
resources on any rewites resulting fromcarrier

nodi fi cations, saving approxinmately $700 per carrier that
returns the anendnent with nodifications. As an exanpl e,

for a screening conpany providing screening services for two
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air carriers, <-his would result in annual savings of
approxi mately £2,100. Over ten years, this alternative
woul d save all small screening conpanies $367,200 (net
present value, $258,400}, resulting in total conpliance
costs of $12.7* mllion (net present value, $8.84 mllion).

The FAA believ:s that this alternative would harm security.
Air carriers are responsible by statute for screening and
woul d be held responsible along with the screeni ng conpanies
for conplying with part 111 and the $SSSP’s. The carriers
woul d therefore need to be kept inforned about any changes
to screening-related regul ations, and should have the
opportunity to comment on and approve of them before the FAA
approves the changes. The FAA would have a difficult time
hol ding carriers accountable for changes of which they were
not made aware; this alternative would ensure that sone air
carriers are not made aware of all changes.

Concl usi on: )

Under this alternative, all carriers would not be informed
of all screeninyg-related changes to the applicable sssp.
Wthout the opportunity to understand and conment on the
proposed changes, security could be conprised. The FAA
bel i eves that potential cost savings would be outwei ghed by
a reduction ir security.

Alternative 5 - The Proposed Rule

This alternative represents the proposed rule for screening

conpani es. Under this alternative, small screening
conpani es would be subject to all aspects of this proposed
rul emaki ng. The cost of conpliance expected to be incurred

by the 38 small entities subject to the requirenents of the
proposed rule is estimated to be $13.10 mllion (net present
value, $9.10 mllion) over the next ten years. This
alternative is preferred, because the FAA believes that it
has the best bal ance between costs and benefits for all
screeni ng conpani es while enhancing aviation safety and
security (in the formof risk reduction) for the flying
public.

VII. International Trade Inpact Statenent

In accordance with the O fice of Managenent and Budget
menor andum dated March 1983, Federal agencies engaged in
rul emaki ng act.vities are required to assess the effects of
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regul atory changes on international trade. Si nce both
donmestic and international air carriers use screeners, this
proposed rul e change woul d have an equal effect on both.

VI, Unf unded Mandates Determ nati on

Title Il of the Unfunded Mandates Reform Act of 1995 (the
Act), enacted as Pub. L. 104-4 on March 22, 1995, requires
each Federal agency, to the extent permitted by law, to
prepare a witten assessnment of the effects of any Federal
mandate in a proposed or final agency rule that may result
in the expenditure by State, local, and tribal governments,
in the aggregate, or by the private sector, of $100 mllion
or nore (adjusted annually for inflation) in any one year.
Section 204 (a) of the Act, 2 U.S.C. 1534(a), requires the
Federal agency to develop an effective process to permt
timely input by elected officers (or their designees) of
State, local, and tribal governnents on a proposed
"significant intergovernmental nmandate." A "significant

i ntergovernnmental mandate” under the Act is any provision in
a Federal agency regulation that would inmpose an enforceable
duty upon State, local, and tribal governnents, in the
aggregate, of $100 mllion (adjusted annually for inflation)
in any one year. Section 203 of the Act, 2 U.s.C. 1533,

whi ch suppl enents section 204(a), provides that before
establishing any regulatory requirements that m ght
significantly or uniquely affect snmall governnents, the
agency shall have devel oped a plan that, anong other things,
provides for notice to potentially affected snal
governments, if any, and for a neaningful and tinely
opportunity to provide input in the devel opnent of

regul atory proposal s.

This proposed rule does not contain any Federal
i ntergovernnmental mandates or private sector mandates.
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APPENDIX A



TABLE A-1
DATA PROJECTIONS - Related to SC's and their Employees

| Year |Number of[Number of)Number of Total Screener) Number of | Screeners
| Screeners| CS8S [ Shift Sup. | Screening | Trainers SC's Transferring
Pearsonnel Companies
2000 16,578 2,910 100 19,588 480 66 392
2001 16,827 2,954 102 19,882 497 69 398
2002 17,079 2,898 104 20,180 504 72 404
2003 17,335 3,043 106 20,483 512 75 410
2004 17,595 3,089 108 20,71 520 78 416
2005 17 859 3,135 110 21,103 528 81 422
2006 18,127 3,182 112 21,420 535 84 428
2007 18,399 3,230 114 21,742 544 87 435
2008 18,675 3,278 116 22,068 552 S0 441
2009 18,955 3,327 118 22,399 560 a3 448
TABLE A-2
Total New and Retained Screeners, CSS's, and Shift
Supervisors
Year | Total New |Total New CSS's| Total Retained
Screeners & Shift CSS8's & Shift
Supervisors Supervisors
2000 18,485 2,539 517
2001 18,761 2,577 524
2002 16,043 2,616 533
2003 19,328 2,655 540
2004 19,618 2,695 549
2005 19,913 2735 558
2006 20,21 2,776 566
2007 20,515 2818 575
2008 20,822 2,860 584
2009 21.134 2.904 593




TABLE A-3 - SPECIFIC DATA ASSUMPTIONS -
Employee Wages, Turnover, and Position Growth

Position Hourly Annual Turnover Annual Growth
Wage'® Rate Rate
SC Screener $6.25 110% 1.5%
Checkpoint Screener Supervisor (CSS) $7.31 85% 1.5%
Shift Supervisor $11.11 20% 1.5%
Ground Security Coordinator (GSC)" $24.49 5% 1.5%
Screening Performance Coordinator (SPC) $31.69 5% 1.5%
Site Manager $24.49 5% 1.5%
Paperwork/Clerk Specialist (clerk) $21.06 N/A N/A
Cargo Inspection Screener $7.39 33% N/A
FAA Field Agent'™ $26.96 N/A N/A
Trainer $20 08 N/A N/A

o

With two exceptions, all hourly wage rates were increased by 26% ro
account for all fringe benefits.This fringe benefits factor was
derived from Table 4-2, page 4-18, Ecconomic Analysis of Investment and
Regulatory Decision--A Guide, FAA-APO-82-1, January 198Z2. These
excepntions are for Screeners and Checkpolnt Screener Supervisors; due to
their high turnover rate, base salaries were only increased by 8.565: to
include FICA, Medicare, and state unemployment payments. (Because the
turnover rate for cargo screeners (both physical search and x-ray) is so
much lower than for SC screeners, the FRA assumes that cargo screeners
recalve fringe benefits of Z26%.)

a1

The GSC' hourly salary was derived by averaging the 1895 salaries of
the following positions: Customer Service Superviscr, $24.12; Customer
Service Agent, $23.01l; Ramp Supervisor, $23.82; and Ramp Agent, $22.%c.
These types of employees serve as a GSC, which in all cases is an
additional duty for these persons. These salaries were inflated by the

GDP deflator.

192 The analysis assumes that the average FAA field agent is paid at a
GS~-11, using the Z&% Payscale for 1997. The cost requirements were
obtained by multiplying the annual salary at the Step 5 level times the
fringe benefits factor of 1.26 as noted above.
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TABLE A-4 - ADDITIONAL DATA USED IN This ANALYSIS

Checkpoint Data

813
8
521

525
8
533

12
12
4

Domestic checkpoints
FAC checkpoints
Total checkpoints

Domestic SC presences
FAC presences
Total SC presences

Average # of checkpoints per S3C
Average # of air carriers a SC screens for
Average # of air carriers per checkpoint

Air Carrier and Screening Company Data

150
4
20
42
66
38
3

2,634
4

150
24

Numbe: of U.$. part 108 certificated air carrier cperators
Number of SC's with 1000+ screeners

Number of SC’s with 50-999 screeners

Number of 5C's with <50 screeners

Total number of SC’s

Total number of small SC's

Additional SC’'s each year after 2000

Number of Certificated Indirect Air Carrier Operators
Average number cf locations per certificated ISC

Number of Certificated Direct Air Carrier Operators
Average number of locations per certificated DSC

Number of screeners per ISC and DSC location
Screener turnover per ISC and DSC lccation

Part 129 Foreign Air Carriers {FAC's)
FAC's rhat screen theilr own checkpoints

Equipment Data

$395
$le2
$70,000
$179
544,700

51,000
31
$1,200
$100
$5,000
51,500
$1,200
515,000

Imprecvised Expleosive Device (IED) test kit
Standard kit
Specia.ly censtructed x-ray machine for oversized items
Stepwedge
TIP/corpatible x-ray machine:

$6,800 TIP

$37,900 X-ray System
Original test CD
Copies of test CD
New Computer
Make computer compatible with CD~ROM
Salvage value for current x-ray machines
Printer for local area network (LAN)
Printer for non-LAN
LAN set-up



Table A-5 - Cost of Proposed Rule for Screening Companies
over Ten Years (1997 dollars)
Part Number Total Costs Discounted Costs

111.5 $0 $0
111.105 $31,562 $24,010]

111.107 35,154,108 $3,667 674

111.109 $29,899 $21,201

111.113 $146,693 $120,625

111.115 $2,490,273 $1,730,477

111.117 $282 638 $194 365

111.119 $1,060 3728
111.201 $0 $0}
111.205 $8,291,435 $5,783,090}

111.209 518,476,887 $12,786,023

111.213 $6,551,072 $4,559,100
111.215 $3,344 392 $2,312,639}

111.219 $1,214,214 3$845,787
111.221 $131,375 $81,519]
111.223 $0 $0|
108/109.103 $0 $0
109.105 $0 30
108.201/109.203 $0 50
108.205/109.207 $0 $0
108.229/109 205 $0 $0
TOTAL $46,145,609 $32,037,138




Table A-6 -Cost of Proposed Rule for Direct Air Carriers
over Ten Years {1997 dollars)

Part Number Total Costs Discounted Costs
1115 $0 $0
111.105 $4,722 $3,756
111.107 $36,804,419 $25,317,140
111.108 55,545 34,042
111.113 $22,624 $19,790
111.115 $212,830 $148,950
111.117 $5,808,390 $4,149 806
111.119 $200 139
111.201 $0 $0
111.205 $$217 458 $$1563,735
111.209 $4,963, 852 33,486,903
111.213 $311,649 $217.031
111,215 $23,941 $17.741
111.219 $42,650 $29,956
111.221 $5,070 $3,562
114293 $0 $0
108/109.103 $2,794 448 $1.964 170
109.105 30 $0
108.201/109.203 $18,799 802 $13,843,754
108.205/109.207 $41,427,100 $34,299,081
108.229/109.205 $8,452 514 35,911,073
TOTAL $119.997.214 $89.571.629

Table A-7 - Cost of Proposed Rule for Indirect Air Carriers
over Ten Years (1997 dollars)

Part Number [Total Costs [Discounted Costs
111.5 $0 50]
111,105 $29,313 $22,605
111.107 $5,896,163 $4,184 664
111,109 $97,593 $71,143
111.113 $344 344 $307.089
111.115 $2,583,176 $1,822,530
111.117 $4,131,784 $3,004,436
111.119 $3,520 $2.472
111.201 $1,012,761 $711,321
111.205 $$637,646 $$450,770
111.209 $43,825,968 $30,791,029
111.213 $513,438 $636,121
111.215 $70,236 $562,048
111.219 $125,100 387,866
111.221 $14,890 $10,459
111.223 30 $0
108/109,103 $9,791,069 $6,882,000
109.105 $14.770 $10,374
108.201/109.203 $1,476,270 $1,078,139
108.205/109.207 $27,755,442 $22,721,078
108.229/109.205 $473,850 $332,813
TOTAI $$99,197,333 $$73,178,957




Table A-8 -Cost of Proposed Rule for Foreign Air Carriers
aver Tan Years {1997 dollars\

Part Number T otal costs IDiscounted C o s ts
111.105] $0 $0
111,107, $280,220 $196,814
111.109 30 30
111.113 $0 $0
111.115 50 30
111.117 $40,960 $28,769
111.119 $0 $0
111.201 $0 30
111.205 $0 30
111.209 30 30
111.213 30 50
111.215 $0 30

— 111218 $0 $0}
111.221 $0 0

111.223 $0 30
108/109.103 $2,700,587 $1,898,198
109.105 30 $0
108.201/109.203 $777,216 $588,983
108.205/108.207 $211,886 $180,111
108.229/109.205 $114,880 $80,687
TOTAL $4,125,749 $2,973,562




Table A-9 - Cost of Proposed Rule for the FAA
over Ten Years {1997 dollars)
Part Number Total Costs IDiscounted Costs

111.5 $10.102.300I $7.095.433

111.105 $0 $0

111.107 $0 $0

111.109 $0 $0

111.113 $0 $0

111.115 $0 $0

111.117 $0 SO

111 11Q 0 &0
111.201 $0 30}
111,205 $0 $0]
111.209 $0 $0]
111.213 $0 $0]

111.215 $0 $0

111.219 $0 $0

111.221 $0 30

111.223 $20,455,260 $14,366,921
108/109.103 $0 $0
109.105 $0 30
108.201/109.203 30 $0
108.205/109.207 $0 30
108.229/109.205 50 $0
TOTAL $30,557,560 $21,462,354




Exhibit 1 - Alternative TIP Downl oad Option for § 111.223

All TIP-related data would be electronically downl oaded through
the use of nodens and |ocal area networks (LAN s). Net wor ks
woul d have to be installed at any screening | ocation that has 2
or nore X-ray systens. Al Type a(>2) and nost Type A(<2)
ai rports would need networks installed; no Type B airport and no
DSC and ISC screening sites would require the LAN as each site
woul d only have on x-ray nmachi ne present. In addition to LAN
costs, all sites would require a nodem and additi onal cabli ng,
and the FAA estimates that 1/4 of the sites would require the
services of a tel ephone technician for new tel ephone wring.
Finally, each x-ray system would require specific software, to
effect this downl oading, and periodic software upgrades. The
equi pnent to be purchased and maintained'® is |isted bel ow
. Network costs include $10,800 for the server; $1,915 for the
port network hub: $140 (per machine) for the network card; and
cabling costs, which would range $2,800 to $10,00C dependi ng
on the nunber of machi nes and whether a network woul d be
needed;
Downl oadi ng costs include $120 for a nodem (this is required
for each screening site), $150,660 for the devel opnent cost
for the software, and $12,555 for biannual software upgrades;
Addi tional ccsts for each site include $1,080 for | abor
installation (per machine); %75 for shipping (per nachine);
and, for those sites that would need them tel ephone wring
rel ated cost?. These wiring costs would consist of $42 for
the tel ephone technician visit, $20 for the nonthly phone
service charge, from$24 to $80 to process the ordering of the
networ k connection (depending on the conplexity), and from $48
to $264 for the technician's tinme (again, depending on the
conpl exity).
The tenyear costs for software devel opnent and upgrades sum to
$200,900 and for installation and nmai ntenance at SC, Dsc, and ISC
sites sumto $16.40 mllion, $163,200, and $448, 900,
respectively. Total ten year costs sumto $17.21 million (net
present value, $14.15 mllion).

> Annual mai ntenance costs for all equipnent is assumedtobe 10% of
the purchase prize



APPENDI X B - Small Air Carriers



TABLE B-l

SUMMARY OF INITIAL RFA DETERMINATION OF ECONOMIC IMPACT
(1997 Dollars, Discounted, 10 Years, 7%)

Air Carrier 1% of 1997 Significant
Median Impacted Annualized | Economic
Number of Small Business Cost of impact?
Employees | Annual Revenues | Compliance YIN
No. NATIONALS:
1|AIR WISCONSIN 600 $809,610 $2,862 N
2|BUSINESS EXPRESS INC. 1,200 $809,610 $13,201 N
3|EXECUTIVE AIRLINES 1,446 $809,610 $66,939 N
4IMESA AIRLINES 1,450 $809,610 $389,899 N
5|MIDWAY AIRLINES CORP. 500 $809.610 $1,489 N
6|RENO AIR 120 $809,610 $51,466 N
TISHUTTLE INC. [USAIRWAYS INC ] 650 $809,610 $32,559 N
8|SUN COUNTRY AIRLINES 1,000 $809,610 $48,891 N
9[TRANS STATES AIRLINES 1,500 $809,610 $180,998 N
10{WORLD AIRWAYS 725 $809,610 $1,489 N
LARGE REGIONALS
11]AIR TRAN AIRWAYS 506 $809,610 $29,951 N
12IEXPRESS ONE INTERNATIONAL INC. 1,000 $809,610 $10,491 N
13[FRONTIER AIRLINES 600 $809,610 $1,489 N
14|MESABA AVIATION INC. 1,350 $809.610 $106,548 N
15|MIAMI AIR INTERNATIONAL 160 $809,610 $1,489 N
16{NORTH AMERICAN AIRLINES 160 $809,610 $1,489 N
17|REEVE ALEUTIAN AIRWAYS INC. 240 $809,610 $46,971 N
18|SPIRIT AIRLINES INC. 400 $809,610 $1,489 N
19|UFS INC. 400 $809,610 $8,591 N
20[VANGUARD AIRLINES 568 $809,610 $28,703 N
MEDIUM REGIONALS
21|CASINO EXPRESS [TEM | 102] $809,610] $9,996 N
ENTERPRISES]
22| EASTWIND AIRLINES 75 $809,610 $15,523 N
23| SIERRA PACIFIC AIRLINES 30 $309,610 $1,489 N
24|SUN PACIFIC INTL 50 $809,610 $1,489 N
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SMALL REGIONALS

25|AIR MIDWEST 225 $809,610 $32,476 N
26]ALLEGHENY COMMUTER 1,100 $809,610 $67,083 N
27|ASTRAL AVIATION INC, 216 $809,610 $1,489 N
28|ATLANTIC COAST AIRLINES 1,300 $809,610 $1.489 N
29|BIG SKY AIRLINES 75 $809,610 $13,602 N
30]CCAIR INC. 600 $809,610 $113,679 N
31jCHAMPLAIN ENT 340 $809,610 $58,387 N
32[CHAUTAUQUA AIRLINES 320 $809,610 $64,195 N
33|CHICAGO EXPRESS AIRLINES 100 $809,610 $1,489 N
34jCOLGAN AIRWAYS CORP. 140 $809,610 $7.016 N
35|CORPORATE EXPRESS =1 $809,610 $1,489 N
36{ERA AVIATION INC. 160 $809,610 $1,489 N
37|GREAT LAKES AVIATION LTD 1,100 $809,610 $507,204 N
38|GULFSTREAM INTERNATIONAL 650 $809.610 $1.489 N
AIRLINES
39| PARADISE ISLAND AIR 125 $809,610 $1,489 N
40| WEST AIR COMMUTER AIRLINES 1,111 $809,610 $87,348 N
41| WINGS WEST AIRLINES 1,300 $809,610 $15,007 N

! Annualized using a capital recovery factor of 0,14785, over 10 years. using a 7 percent rate of interest.
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TABLE B-2

SUMMARY OF FINANCIAL PROFILE OF PART 108 SMALL ENTITIES: Net income (Profits and Losses)

Domestic | Domestic Domestic Domestic 1 O-Year Likelihood
Operations: | Operations: | Operations: |Operations:| Annualized |l - Sianificant | of Business
Netincome | Netincome | Netincome |Netincome| Costof Economic | Closure Due
or (Loss) or (Loss) or (Loss) | or{Loss)’ [ Compliance| Impact? | to Compliance
Air Carrier (Total Operations) 1994, $000 | 1995, $000 | 1996, $000 |1997, $000((1997, $000) YN with NPRM
Coiumn A Column B Column C ColumnD | ColumnE | ColumnF [ Column G Column H
No. {NATIONALS (10):
1]AIR WISCONSIN AIRLINES CORP. $2,476 $3,124 $3,790 $3.669 33 N [OW
2|BUSINESS EXPRESS INC. $15,212 ($12,480) ($9,138)] ($7,756) $13 N Low
3|EXECUTIVE AIRLINES {$1,481) ($10,796) $16,200 $1,742 $67 N Low
4IMESA AIRLINES $27.688 $10,075 $421) ($13,553) $390] Y Moderate |
5|MIDWAY AIRLINES CORP. ($21,657) ($18,437) {$4,496) $24,950 $1 N Low
6/RENO AIR ($13,993) $1.818 $2,031] ($11,628) $51 N Low
7[SHUTTLE INC. [USAIRWAYS INC ] $5,365 $5,843 $9.483 $2,794 $33 N Low
8|SUN COUNTRY AIRLINES $2,682 $2,087 ($2,258)] ($11,687) $49 N Moderate
9|TRANS STATES AIRLINES $18,502 $11,668 $25,717 $24,690 $181 Y Low
10{WORLD AIRWAYS $7.890 $8,902 ($12,913) $11,265 $1 N Low
LARGE REGIONALS (10}:
11 |AIR TRAN AIRWAYS ($1,914) ($2,807) ($6,529)] ($15,344) $3 N Moderate
12|EXPRESS ONE INTERNATIONAL INC. $4,245 ($82) ($2,722)]  ($1,281) $10 N Low
13IFRONTIER AIRLINES ($5,046) ($8.208) (58.080% ($18,945) $1 N Low
14IMESABA AVIATIONC! $3,663 $2,606 $5R275]  $11,038 $107 Y Low
15|MIAMI AIR INTERNATIONAL $3,035 $3,706 $2,431! 3517 81 N Low
16| NORTH AMERICAN AIRLINES $276 $508 $899 | 1,002 $1 N Low |
17| REEVE ALEUTIAN AIRWAYS INC. ($1,967) ($1,517) ($1,930) (32,714) $47 N Moderate
18| SPIRITAIRLINES INC. $1,762 $2.684 ($4.818) £895 31 N Low
19UFS INC. $1 347 $1,840! $1,740 $549 $9| N Low
20[VANGUARD AIRLINES ($3,028) ($11,382) ($24,057)| ($28,246) $29H N Moderate
| | |
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MEDIUM REGIONALS (4):

21[CASINO EXPRESS [TEM ENTERPRISES] ($4,532) (31,647) ($309)] ($2,655) $10} N Low
22|EASTWIND AIRLINES Didn't operate ($2,711) ($5,051)|  ($6,557) $16 N Low
23[SIERRA PACIFIC AIRLINES ($69) ($198) $835 ($781) $1 N Low
24/SUN PACIFIC INTL ($7.322) ($3,749) ($722) $871 $1 N Low
SMALL REGIONALS (17):
25[AIR MIDWEST $5,216 $824 $754 $1,113 $32 N Low
26|ALLEGHENY COMMUTER ($136) $26,832 $24,551]  $36,250 $67 N Low
27|ASTRAL AVIATION INC. $1,162 $1,733 $1,586 $2.341 $1 N Low
28|ATLANTIC COAST AIRLINES $12,902 $25,136 $12,902{ $19,158 $1 N Low
29|BIG SKY AIRLINES $76 $53 $4 $198 $14 N Low
30{CCAIR INC. $4,756 $362 $96 $520 $114 Y Low
31[CHAMPLAIN ENT $55,088 ($2,287) ($2,093)| ($3,090) $58 N Moderate
32|CHAUTAUQUA AIRLINES ($759,918) $1,313 $1,201 $1,774 $64 N Low
33|CHICAGO EXPRESS AIRLINES ($1,847) ($2,152) ($1,969)| ($2,907) $1 N Low
34|COLGAN AIRWAYS CORP. ($25) $70 $64 $95 $7 N Low
35|CORPORATE EXPRESS Didn't operate | Didn't operate| Didn't operate $9,537 $1 N Low
36[ERA AVIATION INC. $2,238 ($8,757) (88,013)] ($11,831) $1 N Low
37|GREAT LAKES AVIATION LTD $404 $2.687 $12,823[ $18,271 $507 Y Low
38|{GULFSTREAM INTERNATIONAL AIRLINES $267 ($1.232) ($1.127)] ($1,664) $1 N Low
39[PARADISE ISLAND AIR ($388) ($1,164) ($1,065)] (31,573) $1 N Low
40|WEST AIR COMMUTER AIRLINES $3,713 $5,923 $5,420 $8,002 $87 Y Low
41WINGS WEST AIRLINES %484 {32 Q93 32 739) %4 n44) 145 N |

* Financial information was obtained from the Air Carrier Financial Quarterly for 1994 1997 (4th Quarter: December '84 to December '87), Bureau
of Transportation Statistics, Office of Airline Information, U.S. Dept. of Transportation and Moody’s Transportation Manual, 1996-1998. All figures
in italics are estimates.
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TABLE B-3 -SUMMARY OF FINANCIAL PROFILE OF PART 108 SMALL ENTITIES: Assets, LiabilitiesT and Financiar Strength Ratiog
Current | Current Quick Current | Current Quick Current | Current Quick Current | Current Quick
Air Carrier Assets | Liabilities | Assets Assets | Liabilities | Assels Assets | Liabilities | Assets Assets | Liabilities | Assets
(Total Operations) 1994, 1994, 1994, 1995, 1995, 1995, 1996, 1996, 1996, 1997, 1997, 1997.
$000 $000 $000 | $000 | $000 | $000 | $000 $000 | $000 $000 $000 $000
NATIONALS
1|AIR WISCONSIN AIRLINES $13,376 $9,966 $6,091| $16,126| $12,663 $8,935| $15,693| $12624| $7.893| $14,738| $12.601 $6.847
Net Working Capital $3,410 $3,463 $3,069 $2,135
Current Ratio | 1.34 127 1.24 1.17
Quick Rafio 0.61 0.71 063 0.54]
2{BUSINESS EXPRESS INC. $9,650| $33,397 $895 $10,731| $40,076 $5,819| $18,906] $51,507 $7.773| 8$54,776| 846,740 $34,066]
Net Working Capital ($23,747) ($29.345) ($32,601) $8.036
Current Ratio 0.29 0.27 0.37 1.17
Quick Ratio 0.03 0.15 0.15 07
3|EXECUTIVE AIRLINES $15207| $23,353| $4,931| $10,550| $39.827 $812] $9,656( $24,514 $247) $19,448| $25,196] $13,695
Net Working Capital ($8,146) ($29,277) ($14,858) ($5,748)
Current Ratio 065 0.26 0.39 0.77
Quick Ratio 0.21 0.02 0.01 0.54y
4|MESA AIRLINES $173,518] $43,720| $98.611| $116.019( $32,632| $94,721| $118,820] $56,792 $91,918| $166,703 $98,142| $65 922
Net Working Capitai $129,798 $83,387 $62,028 $68,561
Current Ratio 397 3.56 2.09 1.70
Quick Ratio 226 290 162 0.67
5|MIDWAY AIRLINES CORP. $14 709 $4,238| $12987| $20,316] $55.764| $16,571| $25,665| $65377| $19,040] $74,957] $52,804] $66.125
Net Working Capital $10,471 ($35.448) ($39.712) $22.153
Current Ratio 347 0.36] 0.39 142
Quick Ratio 3.08] | 0.30] 0.29 25
6|RENC AIR $33661| $47.826| $25103[ $72,064 $53807 $57,151 $56,078] $67,015| $37.375| $86.678| $80.397 $54,485
Net Working Capital {$14,165) $18.257 ($10,937) $6.281
Current Ratio 0.70 1.34 0.84 1.08
Quick Ratio ‘ | | 052 1.06 0.56 0.68
7]SHUTTLE INC. [USAIRWAYS INCT|  $8,711] $22,611] $7,011 $10,429] $19,534 $7,029| $8,897| $24,182 $7.381 $5,721| $19,305 $5,100
[Nelt Working Capital 1($13,900) ($9,105) | ($15,285) ($13.584)
Current Ratio 0.39 053 0.37 0.30
" Quick Ratio 0.31 0.36 0.31 0.26
8|SUN COUNTRY AIRLINES $20,082] $28,159] $17,207| $24,244| $28,782| $21.400] $24633] $32,078] $21.020] $26.666] $50.946| $21.146
Net Working Capital ($8,077) {$4,538) ($7.445) ($24,280)
Current Ratio 071 0.84 077 0.52
Quick Ratio 0.61 0.74 0.66 0.42




G{TRANS STATES AIRLINES $40,773] $21.135| $35,745| $43,116] $22,348| $38,850| $51,545| $26,077| $46672] $44.490] $25357] $39,142
Net Working Capital $19.638 $20,768 $25.468 $19.133
Current Ratio 1.93 1.93 1.98 1.75
Quick Ratio 1.69 1.74 1.79 1.54
10|WORLD AIRWAYS $20,069| $48,638| $13,173] $54,848| $65,096| $45223| $43924] $739,800| $36,559] $53,585| $55,000| $34,132
Net Working Capital ($28,569) ($10,248) {$695,966) ($2,324)
Current Ratio 0.41 0.84 0.06 0.96
Quick Ratio 0.27 0.69 0.05 0.61
ILARGE REGIONALS
11]AIR TRAN AIRWAYS $18,464 $4,620 (3602)| $27,949y $20,105| $23,087| $22277| $27,732] $13,059| $21,528 $109,498| $12,626
Net Working Capital $13.844 $7.844 ~ ($5,455) ($87,970) 1
Current Ratio 4.00 1.398 0.80 0.20
Quick Ratio -0.13 1.15 047 0.12
12[EXPRESS ONE INTERNATIONAL INC. $35,276( $44.,322| $23,243| $28,988] $47,219] $24,726| $17,455] $17,363] $14,504] $21.433| $15287| $15,695
Net Working Capital ($9,046) ($18,231) $92 $6,146
Current Ratio 0.80 0.61 1.01 140
Quick Ratio 0.52 0.52 0.84 1.03
13[FRONTIER AIRLINES $11.771 $8,332| $10,867| $12,384| $18,539 $9.8071 $21613| $30,668| $17.318] $17.609] $48,170{ $11,352
Net Working Capital $3,439 ($6,155) ($9,055) ($30,561)
Current Ratio 1.41 0.67 0.70 0.37
Quick Ratic 1.30 0.53 0.56 0.24
14{MESABA AVIATION INC. $42,942| $11674| $28412| $46,154| $17,052| 3$30,616| $44,465| $17323| $38,682| $83,131| $41,150] $74,045
Net Working Capital $31.268 $29,102 $27.142 $41,981
Current Ratio 3.68 2.71 257 2.02
Quick Ratio 243 1.80 2.23 1.80
15|MIAMI AIR INTERNATIONAL $11,669 $9,018 $5817| $14.310] $11,237 $8,037] $18.938] $19,000 $8,715| $16.1121 $19,155 $8,330
Net Working Capital $2.651 $3,073 ($62) (33,043 —
Current Ratio 1.29 1.27 1.00 0.84
Quick Ratio 0.65 0.72 0.46 0.
16|NORTH AMERICAN AIRLINES $2,818 $2.830 $2,405 $4,748 $4,131 $3,874 $6,648 $5,106 $5.358 $9,223 $6,922 $7.501
| Net Working Capital | ($12) $617 $1,542 $2,301
Current Ratio 1.00 1.15 1.30 1.33
Quick Ratio 0.85 0.94 1.05 1.08
17| REEVE ALEUTIAN AIRWAYS INC. $6,351 $5.076 $3.032| $10,503( $10,093 $9.826 $4,920 $6,618 $2.638 $6,078 $9,653 $3,668
Net Working Capital $1,275 $410 ($1,698) ($3.575)
Current Ratio 1.25 1.04 074 0.63
Quick Ratio 0.60 6.97 0.40 0.38
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18|SPIRIT AIRLINES INC. $8.360 $8,204 $7.860 $8,297| $11.643 $4.463 $9,223] $17.595 $5,539| $13.601| $21.411 $9.524
Net Working Capital $156 ($3,346) ($8.372) ($7.810)
Current Ratio 1.02 0.71 ©.&2 ©.0%
Quick Ralio 0.96 I ™ 038 ' I 045
19IUFS INC. $7,164 36,620 $4,577 $8.977 $8,803 $5,602 $9.671 $8,941 $6,262| $11,279 $8.714 $7,884
Net Working Capital $544 $174 $730 $2,565
Current Ratio 1.08 1.02 1.08 1.29
Quick Ratio 0.69 0.64 0.70 0.90
20)VANGUARD AIRLINES $2,194 $2,033 $1,549 $9,861 $8,704 $5,132| $11,943] $33,553 $5,679| $12,028] $34,120 $3,750]
Net Working Capital $161 $1,157 ($21,.610) ($22,092)
Current Ratio 1.08 1.13 R-3% 035
Quick Ratio 0.76 | | 0.59] | | 017 | 0.11
MEDIUM REGIONALS
21[CASINO EXPRESS [TEM $1,468 $1,877 $415| $1,352 $1.374 $1,044| $525| $797l $194| $1,391 $948 $1.145
ENTERPRISES] L , ! | I
Net Working Capital | ($409) \ ($22) ' 1 (8272) ! ! $443
i Crurant Ratio ] [ o078l 0.98| 0.66 | 1.47
i Quick Ratio | ] 0.22 e 0.76 074l 1.21
[ 22[EASTWIND AIRLINES | Didn’t | Didn't | Didn't $2,225 $3,148| $1,878 $2,119| $6.809| $513| $4,287| $7,412 $544
operate | operate | operate
Net Working Capital {$923) {$4,690) ($3,125)
Current Ratio 0.71 0.31 0.58
Quick Ratio 0.60 0.08 0.07
23|SIERRA PACIFIC AIRLINES $2,331 $1,353 $2.227 $2,103 $1,202 $1,860 $3.350 $1,303 $3,163 $1,495 $1,861 $1,310
Net Working Capital $978 $901 $2,047 ($366)
Current Ratio 1.72 1.75 257 0.80
Quick Ratio 1.65 1.55 243 0.70]
24|SUN PACIFIC INTL $5,176 $2,375 34,295 38,698 36,807 36,600 $1.537 $2,481 $842 $39831 $4 369 51]@&
iNet'vvorking Capital 32,800 £1,791 ($944) T ($386)]
Current Ratio | | 218 1.26 0.62 0.91
Quick Ratio 1.81] 0.96 0.34 0.40
EiMALL REGIONALS
25(AIR MIDWEST $14,786| $13209| $5487| $17,322| $13,327| $12,523| $17,790| $16.677| $10.366| $19.470| $17.105 §14,285
i Net Working Capital $1,577 $3,995 $1,114 $2,365
i Current Ratio 1.12 1.30 1.07 1.14
i Quick Ratio 0.42 0.94 0.62 0.84
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26]ALLEGHENY COMMUTER | §714.786] $13.209] $5487| $17,322| §13,327] $12,523] $17.790] $16.677] $10.366] $19.470] $17,105] $14.285)
Nel Working Capitall $1.577] | $3,995 31,114 |  $2365 B
Current Ralio 1.12 1.30 1.07 4|
Quick Ratio 0.42 0.94 0.62 0.84
27|ASTRAL AVIATION INC. $14,786| $13,209 $5487) 317,322| $13,327| $12,523| $17,790| $16,677| $10,366| 319470 $17.105] $14,285
Net Working Capital $1,577 $3,995 $1.114 $2,365
Current Ratio 1.12 1.30 1.07 1.14
Quick Ratio 0.42 0.94 0.62 0.84
2BJATLANTIC COAST AIRLINES $23,185| $27.673| $15.957) $26611| $22,059] $23,003] $26611| $22,059 $23.003] $41,744] $23,962| $37.431
Net Working Capital ($4,488) $4,552 $4,552 $17,782
Current Ratio 0.84 1.21 1.21 1.74
Quick Ratio . 0.58 104] . 1.04 1.56
29|BIG SKY AIRLINES $1.,771 $1.033 $1,084 $1.482 $824 $777 $1.513 $852 $788 $1,845 $953 $1,145
Net Working Capital $738 $658 $661 $892
Current Ratio 1.71 1.80 1.78 1.94
Quick Ratio 1.05 0.94 0.92 1.20
30[CCAIR INC. $9.713| $10,272 $57] $14,154] $15525| $11.047] $14,165] $15,525¢ $10,997] $13,458] $17.079] $10,534
Net Working Capital ($559) ($1.371) {$1,360) ($3,621)
Current Ratio 0.95 0.91 0.91 0.79
Quick Ratio 0.01 0.71 0.71 0.62
31|CHAMPLAIN ENT $14,786] 313,209 $5487] $17,322| $13,327] $12,523| 317,790 $16,677| $10,366| $19,470| $17,105] $14,285
Net Working Capital $1,577 $3,995 $1,114 $2.365
Current Ratio 1.12 1.30 1.07 1.14
Quick Ratio 0.42 0.94 0.62 0.84|
32|CHAUTAUQUA AIRLINES $14,786| §13,209 $5487) $17,322| $13,327] §12,523| §17,790{ $16677| $10,366| $19.470| $17,105] $14,285
Net Working Capital $1,577 $3,995 §1.114 32 365
Current Ratio 1.12 1.30 1.07 1.14
Quick Ratio 0.42 0.94 0.62 0.84
33|CHICAGO EXPRESS AIRLINES $14,786| $13,209 $5487) $17,322| $13.327] $12,523| $17.790| $16,677| $10,366] $19470] $17,105] 81428
Net Working Capital 31,577 $3,995 31,114 $2,365
Current Ratio 1.12 1.30 1.07 1.14
CQuick Ratio 0.42 0.94 0.62 0.84
34}{COLGAN AIRWAYS CORP. $14,786| $13,209| 85487 $17,322| §13,327| 312523 $17,790| $16,677| $10,366] $19,470| $17.105] $14,285
Net Working Capital 31,577 $3,995 $1,114 $2,365
Current Ratio 112 1.30 1.07 1.14
Quick Ratio 0.42 0.94 0.62 0.84|
35|CORPORATE EXPRESS Didn't Didn't Didn't Didn't Didn't Didn't Didn't Didn't Didn't $19.470] $17,105| 814,28
operate | operate | operate | operate | operate | operate | operate | operate | operale
Net Working Capital §2 365
Current Ratio 1.14
Quick Ratio 0.84
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36|ERA AVIATION INC. $14786] $13,209| $5487| $17.322| $13,327| $12,523| $17,790| $16,677] $10,366| $19.470| $17,105| _$14.285
Net Working Capital $1.577 $3,995 I 81,114 $2 365
Current Ratio 1.12 1.30 107 1.14
Quick Ratio 0.42 094 062 N8
37[|GREAT LAKES AVIATION LTD $24,473| $13,858| $4.851 $27,040| $14,901| $15264| $28872 $28.270| $6,676| $20.832] $26.427| $8,031
Net Working Capital $10,615 $12,139 $602 . {85 5951 I
Current Ratio 1.77 1.81 1.02 0.79
Quick Ratio 0.35 1.02 0.24 0.30
38| GULFSTREAM INTERNATIONAL $14,786| $13,209 85487 $17,322| $13.327| $12523| $17,790| $16,677| $10.366| $19,470| $17.105 $14,285
AIRLINES
Net Working Capital $1,.577 33995 $1,114 $2 365
Current Ratio 1.12 1.30 1.07 114
Quick Ratio 0.42 0.94 0.62 - 0.8
39|PARADISE ISLAND AIR $14,786| $13209] §5487| $17,322| $13327| §12523| $17.790| $16,677| $10.366] $19.470| $17,105| $14,284
Net Working Capital $1,577 $3,995 $1,114 $2,365
Current Ratio 1.12 1.30 1.07 1.14
Quick Ratio 0.42 0.94 0.62 0.54
40|WEST AIR COMMUTER AIRLINES $14,786| §13,209 $5487| $17,322| $13,327] $12,523F $17.790] $16,677| $10,366| $19.470 $17,105| $14,285
Net Working Capitai 31,577 $3,995 $1.114 32,365
Current Ratio 1.12 1.30 1.07 1.14
Quick Ratic 042 094 Q.62 2.84
41|WINGS WEST AIRLINES | 314786 $13209| $5487| $17.322| $13,327] $12,523| 317,790 316,677 $10.366| $19.470| $17,105] $14 285
Net Working Capital | $1,577 $3,995 31,114 $2,365
Current Ratio | 1.12 1.30 1.07 1.14
Quick Ratio 0.42 0.94 n&? N A4

Note: All figures in italics are estimates
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TABLE B4
SUMMARY OF FINANCIAL PROFILE OF PART 108 SMALL ENTITIES: Total Operating Revenues and Net Income (Profits and Losses)

***Total Operating Revenues”*

Percentage of Compliance Costs of
*'Total Revenues By Air Carrier and Year***

*** Net Income ***

Percentage Percentage Percentage 10-Year
Operatians:| Operations. | Operations:| of Costs of of Costs of of Costs of |Operations: | Operations: | Operations: | Annualized
Total Oper.|Total Oper.{Total Oper.|Tot. Revenues| Tot. Revenues | Tot. Revenues | Net income | Net income | Net income | Cost of
Revenues| Revenues | Revenues |(Col. J/ICol. A)} {Col. JICol. B) | (Cal. J/Col. C) (Loss) (Loss) (Loss) | Compliance
Air Carrier (Total Operations) | 1995, $000( 1996, $000 | 1997, $000 1995 1996 1997 1995, $000 [ 1996, $000 | 1997, $000 | 1997, $000
Column A | Column B | Column C Column D Column E Column F Column G | ColumnH | Columni | ColumnJ
iNo.[NATIONALS: -
1|AIR WISCONSIN $120,079| $132,442| $140,892 0.00% 0.00% 0.00% $3,124 $3,790 $3,669 $3
2|BUSINESS EXPRESS INC. $180,756 $34,802 $30,556 0.01% 0.04% 0.04% {$12.,480) ($9,136) ($7,756) $13]
3|EXECUTIVE AIRLINES $120,706| $132,211 $31,242 0.06% 0.05% 021% ($10,796) $16,200 $1,742 367
4|MESA AIRLINES $172,895) $394,938| $177,820 0.23% 0.10% 0.22% $10.075 $421| ($13,553) $390
S{MIDWAY AIRLINES CORP. $128.648| $179,014| $186,276 0.00% 0.00% 0.00% ($18,437) ($4,496) $24,950 $
6|RENO AIR $259,148] $351,188| $387.836 0.02% 0.01% 0.01% $1.818 $2,031| ($11,628) $51
7ISHUTTLE INC. $144,035] $157.221| $173.406 0.02% 0.02% 0.02% $5,843 $9,483 $2,794 $33
8|SUN COUNTRY AIRLINES $202,199] $207,987| $228,833 0.02% 0.02% 0.02% $2,087 ($2,258) ($11,687) $49
9|TRANS STATES AIRLINES $141,823! $189,871| $208,365 0.13% 0.10% 0.09% $11,668 $25,717 $24,690 $181
10|WORLD AIRWAYS $259,481] $356,409] $309,412 0.00% 0.00% 0.00% $8,902] ($12913) $11,265 $1
LARGE REGIONALS
11]AIR TRAN AIRWAYS $465,844| $111,646| $105597 0.06% 0.03% 0.03% ($2,807) ($6,529)| ($15,344) $30
12[EXPRESS ONE INTERNATIONAL $96,236 $67,391 $99,915 0.01% 0.02% 0.01% ($82) ($2,722) ($1,281) $10]
INC.
13|FRONTIER AIRLINES $55.850| $109,511| $138,323 0.00% 0.00% 0.00% ($8.,208) {$8.080)| ($18,945) $1
14|MESABA AVIATION INC. $145,900| $170455| $147.385 0.07% 0.06% 0.07% $2,606 $56,275 $11,038 $107]
15|MIAMI AIR INTERNATIONAL $49,467 $67,249 $72,342 0.00% 0.00% 0.00% $3,706 $2,431 $517 $1
16|NORTH AMERICAN AIRLINES $35,497 $42,732 $51,333 0.00% 0.00% 0.00% $508 $899 $1,002 3
17|REEVE ALEUTIAN AIRWAYS $25,655 $27,259 $29,638 0.18% 0.17% 0.16% {$1,517) ($1,930) ($2,714) $47)
INC.

18|SPIRIT AIRLINES INC. $53,612 $62,742 $80,961 0.00% 0.00% 0.00% $2.684 ($4.818) $895 $1
19[UFS INC. $53,220 $54,557 $56,160 0.02% 0.02% 0.02% $1.840 $1,740 $549 $9
20{VANGUARD AIRLINES $36,188 $92,585 $81,384 0.08% 0.03% 0.04% ($11,382)] ($24,057)| ($28,246) $29||
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[MEDIUM REGIONALS

21JCASINO EXPRESS [TEM $15.946] $16311] $19.002] 0.06% 0.06% 0.05% ($1.647) ($309)] ($2.655) $10
ENTERPRISES)
22|EASTWIND AIRLINES $2,821] $18,009] $24.344| 055% 0.09% 0.06% $2,711)  ($5.051) ($6,557) $16
23[SIERRA PACIFIC AIRLINES $6,500 $9,023 $6,584] 0.02% 0.02% 0.02% ($198) $835 ($781) $1
24|SUN PACIFIC INTL $21,660| $13.630] $24,788] 0.01% 0.01% 0.01% ($3,749) ($722) $871 $1
SMALL REGIONALS
25[AIR MIDWEST $31,073] $33774] $33776] 0.10% 0.10% 0.10% $824 $754 $1,113 $32
26|ALLEGHENY COMMUTER $196,107| $212776] $213.168] 0.03% 0.03% 0.03% $26,832] $24551] $36,250 $67
27|ASTRAL AVIATION INC. $33,403] $36,242| $36.309] 0.00% 0.00% 0.00% $1,733 $1.586 2,341 $1
28]ATLANTIC COAST AIRLINES $158,.919] $156968| $182484] 0.00% 0.00% 0.00% $25,136] $12,902]  $19,158 $1
29[BIG SKY AIRLINES $5,149 $5,022 $4,871| 026% 0.27% 0.28% $53 $4 $198 $14
30[CCAIRINC. $63,039] $66,233] $67.092] 0.18% 0.17% 0.17% $362 $96 $520 $114
31|CHAMPLAIN ENT $64,777| $70,283] $70,413] 0.09% 0.08% 0.08% 32.287) (32093 (33,090 $58
32|CHAUTAUQUA AIRLINES $41512] $45041] $45124] 0.15% 0.14% 0.14% $1,313 $1,201 $1.774 $64
33|CHICAGO EXPRESS AIRLINES $8.,801 $9,549 $9.567| 0.02% 0.02% 0.02% ($2,152)]  ($1,969)] ($2,907) $1
34|COLGAN AIRWAYS CORP. $11339] $12303] $712325] 006% 0.06% 0.06% $70 364 $95 $7
35/CORPORATE EXPRESS Didn't Didn't $84,559 N/A N/A 0.00% Didn't Didn't $9,537 $1
operate operate operate operate
36|ERA AVIATION INC. $91348| $99,773 $95,295] 0.00% 0.00% 0.00% (38.757)| (88,013 ($11,831) $1
37|GREAT LAKES AVIATION LTD $84,196| $109,670] $83,790] 0.60% 0.46% 061% $2,687] $12.823] $18,271 $507
38|GULFSTREAM INTERNATIONAL $25380| $27.537] $27,588] 0.01% 0.01% 0.01% ($1.232)] ($1.127)| (37,664 $1
AIRLINES
39]PARADISE ISLAND AIR $18,368] 3719929 $719.966] 0.01% 0.01% 0.01% ($1.164)]  (31,065) ($7,573) $1
40{WEST AIR COMMUTER $123,199] $733671| $133.817] 007% 0.07% 0.07% $5.923 $5.420 $8,002 $87
AIRLINES
41|WINGS WEST AIRLINES $174,217] $189,025| $189.374] 0.01% 0.01% 0.01% (52.993)] (32739 (34,049 $15

Note: All figures in italics are estimates.

P

1Nl SOREOMN SN IBELAE e I IAL | 11, I




TABLE B-5 - ANALYSIS OF SIGNIFICANT COST IMPACT: ALTERNATIVES 1 - 5
{1997 Dollars, 10 Years)

1% of 1997 Annuai Annualized Costs of Alternatives Significant
Median Revenues Econ. Impact?
Air Carrier for Small Entities Alt. 1 Alt. 2 Alt. 3 Alt. 4 Alt. 5 {Yes = Y or No = N)
Impacted by NPRM| Status No Test | No Amend.| NoTIP NPRM | Alt. 1]AIlt. 2] Alt. 3| Alt. 4} Alt. 5
Quo Monitor | Approval
NATIONALS: 7 L
AIR WISCONSIN $805,610 $0 $2,862 $2,862 $2,862 $2,862] N N N N N
IBUSINESS EXPRESS INC. $809,610 $0 $11,720 $8,105 $8,591 $13,201] N N N N N
JEXECUTIVE AIRLINES $809,610 $0 $61,117 $51,653 $36,579 $66,939] N N N N N
IMESA AIRLINES $809,610 $0{ $340,360 $259,0973] $245657| $389899] N N N N N
ﬂMIDWAY AIRLINES CORP. $809,610 50 $1,489 $1,489 $1,489 $1,489) N N N N N
{RENO AIR $809,610 $0]  $47.074 $38,728!  $39,540{ $51,466{ N N N N N
SHUTTLE INC. [USAIRWAYS $809,610 $0;  $31,078 $27,463) $15107] $32,559{ N N N N N
INC.}
SUN COUNTRY AIRLINES $809,610 $0 $43,069 $33,605 $43,880 $48,881| N N N N N
TRANS STATES AIRLINES $809,610 $0| $158,140 $122,405| $114,945] $180,998{ N N N N N
ORLD AIRWAYS $809,610 50 $1.,489 $1.489 $1,489 $1,489| N N N N N
LARGE REGIONALS:
AIR TRAN AIRWAYS $809,610 $0 $27,040 $22,309 $29,951 $29,951] N N N N N
EXPRESS ONE INTERNATIONAL $809,610 $0 $9,010 $5395  $10,491 $10,491| N N N N N
INC.
IFRONTIER AIRLINES $809,610 $0 $1,489 $1,489 $1,489 $1,489 N N N N N
[MESABA AVIATION INC. $809,610 $0 $90,512 $63,239 $92,309] $106,548| N N N N N
[MIAMI AIR INTERNATIONAL $809,610 . $0 $1,489 $1,489 $1,489 $1,489] N N N N N
NORTH AMERICAN AIRLINES $809,610 $0 $1.489 $1,489 $1,489 $1,489] N N N N N
REEVE ALEUTIAN AIRWAYS INC. $809,610 30]  $41.149 $31,685 $31,995  $46971| N N N N N
SPIRIT AIRIINFS INCL $8090,610 20 $4,480 $1,480 $1,480 $1,480 N N N N N
UFS INC. $809,610 $0 $7.110 $3,495 $8,591 $8591 N | N N | N[N
VANGUARD _AIRLINES $809,610 $0|  $25792 $21,061] $23176] $28703] N | N | N | N | N||
\ [




MEDIUM REGIONALS:
CASINO EXPRESS [TEM $809,610 $0 $8,515 $4,900 $9,996 $9,996f N N N [ N [ N
ENTERPRISES]
EASTWIND AIRLINES $809,610 $0[ $14.,042 $10,427 $9,996( $15,523 N N N N
SIERRA PACIFIC AIRLINES $809,610 30 $1,489 $1,489 $1,489 $1,489 N N N N
SUN PACIFIC INTL $809,610 $0 $1,489 $1,489 $1,489 $1,489 N N N N
SMALL REGIONALS: .
IAIR MIDWEST $809,610 $0|  $29,585 $24,834| $32.476] $32,476] N N N | N N
IALLEGHENY COMMUTER $809,610 $0| $59,780 $46,703] $38,985] $67,083] N N N N N
FASTRAL AVIATION INC. $809,610 30 $1.489 $1,488 $1,489 $1,489] N N N N N
ATLANTIC COAST AIRLINES $809,610 $0 $1,489 $1.,489 $1,489 $1,489] N N N N N
BIG SKY AIRLINES $809,610 $0| $12121 $8,506 $8,591 $13,602| N N N N N
CCAIR INC. $809,610 $0[ $100,554 $78,013| $67,340] $113679 N N N N N
CHAMPLAIN ENT $809,610 $0; $51,084 $38,007] $39,405] $58,387] N N N N N
CHAUTAUQUA AIRLINES $809,610 $0f $55,462 $41,266| $45217] $64,195| N N N N N
CHICAGO EXPRESS AIRLINES $809,610 $0 $1,489 $1,489 $1,489 $1489| N N N N N
COLGAN AIRWAYS CORP. $809,610 $0 $7.016 $7.016 $1,489 $7.016] N N N N N
CORPORATE EXPRESS $809,610 $0 $1,489 $1,489 $1,489 $1.489 N N N N N
ERA AVIATION INC. $809,610 $0 $1,489 $1,489 $1,489 $1.489; N N N N N
GREAT LAKES AVIATION LTD $809,610 $0| $435858| $318,684| $347038| $507,204 N N N N N
GULFSTREAM INTERNATIONAL $809,610 $0 $1,489 $1,489 $1,489 $1.489] N N N N N
AIRLINES
PARADISE ISLAND AIR $809,610 $0 $1,489 $1,489 $1,489 $1.489] N N N N N
WEST AIR COMMUTER AIRLINES $809,610 $0| $78615 $64,419] $43,379| $87.348{ N N N N N
WINGS WEST AIRLINES $809.610 $0| $13,526 $9,911 $9,996| $15,007] N N N N N
10-Year incremental Costs by Alternative $0| $17.313,612| $13,347,712) $13,856,452| $19,996 832
10-Year incremental PV Costs by Alternative $0| $12,582,331] $9,642,971| $9,601,872| $14,313,039
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APPENDIX C - Small Screening Companies



TABLE C-I

SUMMARY OF INITIAL DETERMINATION OF ECONOMIC IMPACT
(1997 Dollars, Discounted, 10 Years, 7%)

Screening Company 1% of 1997 Significant
Median Impacted | Annualized | Econhomic
Number of | Small Business Cost of Impact?
Employees | Annual Revenues | Compliance' YIN
No.
1|A/P Aviation Services 1,400 $296,830 $24.865 N
2|Air Carrier Services 9 $296,830 $21,111 N
3|Air Wisconsin Corporation <1,500 $296,830 $23,300 N
4|Atravada 5 $296,830 $21,562 N
5|Airline Security 5 $296,830 $21,111 N
6|American Investigations 180 $296,830 $83,041 N
7|Animas Ground Services <1,500 $296,830 $21,855 N
8|Aviation Safeguards 997 $296,830 $49,238 N
9|BISMAN Secuirity 300 $296,830 $49,995 N
10|CCAir Inc. 640 $296,830 $21,042 N
11|Chautauqua Airlines 510 $296,830 $44,408 N
12|Coastal International Security 540 $296.830 $23,653 N
13|Commute Air Personnel 380 $296,830 $22,176 N
14|Day Detectives 1,100 $296,830 $75,409 N
15|GLH Airport Police 500 $296,830 $28,174 N
16|Great Lakes Aviation Ltd. 1,300 $296,830 $65,728 N
17 |Harbor Airlines 100 $296,830 $91,721 N
18|Haynes Security <1,500 $296,830 $21,208 N
19|Maxaero 485 $296,830 $21,899 N
20[Metro Air Services 8 $296,830 $20.836 N
21{Montrose Airport 23 $296,830 $25,229 N
22|NCA Screening and Security 20 $296,830 $21,829 N
23|Netherlin 7 $296,830 $45,831 N
24(Northwest Airlink 200 $296,830 $21,111 N
25|0lympic Security Services 500 $296,830 366,764 N
26|Operational Excellence Training, Inc. <1,500 $296,830 $21,782 N
271Pacific Airport Services 34 $296,830 $22,148 N
28lParker Security 70 $296,830 $22,517 N
29|Ponce Airline Service 134 $296,830 $24,067 N
30iRAl 1,000 $296,830 $22,321 N
31|Reeve Aleutian Airways, Inc. 315 $296,830 $24,459 N
32{Reno Air 120 $296,830 524,651 N
33{Trans States Airlines, Inc. 1,000 $296,830 $50,235 N
34|United Safeguard 464 $296,830 $47,769 N
35|WestAir Commuter Airlines 1,000 $296,830 $25,872 N
36|World Service Co. 167 $296,830 $20,912 N
37|Worldwide Security Associates Inc. 1,500 $296,830 $55,817 N
38|WSC Enterprises 22 $296,830 $22,547 N

‘Annualized using a capital recovery factor of 0.14785, over 10 years, using a 7 percent rate of interest.




TABLE C-2
SUMMARY OF FINANCIAL PROFILE OF SCREENING COMPANY SMALL ENTITIES: Net Income (Profits and Losses)

Domestic | Domestic | Domestic | Domestic 10-Year Likelihood
Operations: |Operations: |Operations: | Operations: | Annualized | Significant | of Business
Net income |Net Income |Net Income |Net Income| Cost of Economic | Closure Due
or (Loss) | or{Loss) | or(Loss) | or(Loss) | Compliance| Impact? |to Compliance
Screening Company 1994, $000 {1995, $000| 1996, $000 | 1997, $000 (1997, $000) YN with NPRM
Column A Column B | Column C | Column D | ColumnE | ColumnF [ Column G Column H
No.
1JA/P Aviation Services 34 36 58 $113 $25 N Low
31Air Wisconsin Corporation $2.476 $3,124 $3,790 $3,669 $23 N Low
6{American Investigations $6 517 $49 $141 $22 N Low
8|Aviation Safeguards 5276 (8370) $497 ($666) $83 N Moderate
10{CCAIr Inc. $4,756 $362 $96 $520 $4 N Low
11|Chautauqua Airlines ($759,918) $1,313 $1,201 31,774 $50] N Low
12(Coastal International Security ($58) ($82) {($108) ($127) $21 N Moderate
13|Commute Air Personnel ($7.832) ($3,384) $1,064 $4.463 $44 N Low
14|Day Detectives $544 $2,401 $4,257 $5,026 $24 N Low
15|/GLH Airport Police ($779) ($278) ($367) ($430) $22 N Moderate
16|Great L.akes Aviation Ltd. $404 $2,687 $12,823 $18,271 $75 N Low
18|Haynes Security $114 $151 $199 $233 $66] N Low
25|0Olympic Security Services $61 $86 $113 $133 $67 N Low
31|Reeve Aleutian Airways, Inc, ($1,.967)| ($1.517)  ($1,930) ($2,714) $24 N Moderate
32|Reno Air {$13,993) $1,818 $2,031] ($11,628) $25) N Moderate
33|Trans States Airlines, Inc. $18,502 $11,668 $25,717 $24,690 $50§ N Low
34[United Safeguard $80 $107 $55 $62 $48( N Low
35|WestAir Commuter Airlines $3,713 $5,923 $5,420 $8,002 $26 N Low
37| Worldwide Security Associates Inc. $13 $18 $24 $28 $56 N Low

* Financial information was obtained from the Air Carrier Financial Quarterly for 1994 - 1997 {(4th Quarter. December ‘94 to December '97},
Bureau of Transportation Statistics, Office of Airine Information, U.S. Dept. of Transportation, Moody’s Transportation Manual, 1996-1998,
Dun & Bradstreet - Business Information Report and Value Line.

Note: All figures in italics are estimates. The FAA is only showing data for the 19 screening companies that it has financial data on.
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TABLE C-3 - SUMMARY OF FINANCIAL PROFILE OF SCREENING COMPANY SMALL ENTITIES: Assets, Liabilities, and Financial Strength Ratios
Current | Current Quick Current | Current Quick Current | Current Quick Current | Current Quick
Assets | Liabilities | Assels Assets | Liabilities | Assets Assets | Liabilities | Assets Assets | Liabilities | Assets
No. Screening Company 1994, 1994, 1994, 1995, 1995, 1995, 1996, 1996, 1996, 1997, 1997, 1997,
$000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000 $000
1|A/P Aviaiion Services $2.216 $708 $1,360 $2.658 $914 $1,631 $3,189 $1,179 $1,957 $3.408 $1,622 $2 34
Net Working Capital $1,508 $1,744 $2,010 $1,786
Current Ratio 313 2.91 270 210
Quick Ratio 1.82 1.79 1.66 1.45
3|Air Wisconsin Corporation $13,376] $9,966] $6,091] $16,126| $12,663| $8.935| $15693| $12,624| $7.893| $14,736] $12.601 $6,847
Net Working Capital $3,410 $3.463 $3,069 $2,135
Current Ratio 1.34 1.27 1.24 117
Quick Ratio 061 0.71 0.63 0.54]
6|American Investigations 346 $59 311 $79 $55 $34 $136 $51 $108 3239 347 $190
Net Working Capital ($13) $24 $85 $192
Current Ratio 0.77 1.44 2.67 5.06
Quick Ratio 0.18 0.62 2.12 4.024
8|Aviation Safeguards $14,285; $14306] $9.841| §14,285| $14,034] $9,841| $14,285| §$13,768| §9,841| $14,285| $13506| $9,841
Net Working Capital ($21) 3251 $518 $771
Current Ratio 1.00 1.02 1.04 1.06
Quick Ratio o869 0.70 0.71 0.73
10|CCAir Inc. $9.713]  $10,272| $57| $14,154] $15525| $11,047| $14,165| $15525( $10,997| $13.458| $17,079| $10.534
| Net Working Capital ($559)] ($1,371) ($1,360) ($3,621)
Current Ratio 0.95 0.9 0.91 0.79
Quick Ratio 0.01 0.7 0.71 0.62
11|Chautaugua Airlines $14,785| $13,209 $5,487] $17.322| $13,327 $12,523[ %17,790; $16677| $10,366] $19.470| $17,105] $14,285
Net Working Capital $1,577 $3,995 $1,114 $2.365
Current Ratio 112 1.30 1.07 1.14
Quick Ratio 0.42 0.94 062 0.84
12|Coastal International Security $1.062 $890 $998 $1,274 31,148 $1,197 $1.529 $1,481 31,436 $1,834 $1.911 $1,723
Net Working Capital $172 $126 $48 ($77)
Current Ratio 1.19 1.11 1.03 0.96
Quick Ratio 1.12 1.04 0.97 0.90
13| Commute Air Personnel $16,051( $16,116| $12,468| $18089| $15983 $714,051 $20,126| $15.849| $15634 $20641 $17,337| $16,034
Net Working Capital {$65) $2,106 $4,277 $3,304
Current Ratio 1.00 1.13 1.27 1.19
Quick Ratio 077 0.88 0.99 0.92

wa o AR 11 S OB e

MR R TAT M WAL T e €

I A e I8 Sl 1L




14|Day Delectives $1,360 $481 $1,360 $1,650 $502 $1.650 32 315 3417 $2 315 $2,979 $331 $2,979]
Net Working Capital $879 $1,148 31,898 $2,648
Current Ratio 2.83 3.29 5.56 9.00
Quick Ratio 283 3.29 556 9.00]
15{GLH Airport Police $83,547| $14.467] $52,237| $90,965| $18,856| $62,666| $709,126| $24,327| $75177| $130,912| $31,385 390, 186
Net Working Capital $69,080 $72,109 $84,.799 299 527
Current Ratio 578 4.82 4.49 4.17
Quick Ratio 3.61 3.32 3.09 2.87
16|Great Lakes Aviation Ltd. $24 473 $13,858 $4.851 $27,0400 $14,901| $15264| $28,872; %$28,270 $6,676] $20,832] $26,427 $8,031
Net Working Capital $10,615 $12,139 $602 ($5,595)
Current Ratio 1.77 1.81 1.02 0.79
—_Quick Ratio 035 ] 1.02 0.24 ] 030
18|Haynes Security $1,199 $558| $1,168] $1,255 $705 $1.223] $1.314 $889| §1,281 $1.620T $696 $1,579|
Net Working Capital $640 $550 $425 $924
Current Ratio 2.14 1.78 1.48 2.33
Quick Ratio 2.09 1.74 1.44 2.27]
25|Olympic Security Services $587 $360 $404 $704 $464 $485 3845 $599 $582| §1,013 $773 $69
Net Working Capital $227 3240 $246 $240
Current Ratio 1.63 1.52 1.41 1.31
Quick Ratio 1.12 1.04 0.97| 0.90
31|Reeve Aleutian Airways, Inc. $6,351 $5.076 $3,032| $10,503{ $10,093| $9,826 $4920| $6618| $2638| $6078 $9,653 $3,668
Net Working Capital $1,275 $410 ($1.698) ($3,575)
Current Ratio 1.25 1.04 0.74 0.63
Quick Ratio 0.60 0.97 0.40 0.38
32|Reno Air $33.661 $47.826| $25103] $72.064| $53,807| $57,151| $56,078] $67.015| $37,375| $86,678] $80,397| $54,485
Net Working Capital ($14,165) $18,257 ($10,937) $6,281
Current Ratio 0.70 1.34 0.84 1.08
. Quick Ratio 0.52 1.06 0.56 0.68
33(Trans States Airlines, Inc. $40,773[ $21.135] $35,745( $43,116 $22.348| $38,850| $51,545 $26,077| $46,672| $44,490| 3$25357| $39,142
Net Working Capital $19,638 $20,768 $25.468 $19,133
Current Ratio 1.93 1.93 1.98 1.75
Quick Ratio 1.69 1.74 1.79 1.54]
34|United Safeguard $1,039 $711 $976] $1.170 $289 $1,083] $1,286 $375] $1.202| $1.427 $333 31,33
Net Working Capital $328 $881 $911 $1,094
Current Ratio 1.46 405 343 4.28
Quick Ratio 1.37 375 3.21 4.00
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SUMMARY OF FINANCIAL PROFILE OF SCREENING COMPANY SM;{\EUEEN%?IES: Total Operating Revenues and Net Income (Profits and Losses)
Percentage of Compliance Costs of
~*Total Operaling Revenues*** Total Revenue - Scr. Co. & Year “Net Income”*
Percentage | Percentage | Percentage 10-Year
Operations:| Operations: | Operations: | of Costs of | of Costs of | of Costs of | Operations: | Operations: | Operations. [ Annualized
Total Total Total Total Total Total Net income [Net Income | Net Income}  Cost of
Operating | Operating | Operating | Revenues | Revenues | Revenues
Revenues| Revenues | Revenues | Col. J/Col. A [ Col. J/Col. B| Col. JCol. C| (Loss) {Loss) (Loss) | Compliance
Screening Company 1985, $000{ 1996, $000] 1997, $000 1995 1996 1997 1995, $000|1996, $000]1997,°$000| 1997, $000
Column A | Column 8 | Column C | ColumnD | ColumnE | Column F | Column G | Coiumn H | Colimni : Column J
No.
1|A/P Aviation Services $4,296 $5.667 $5,808| 0.58% 0.44% 0.43% 36 $8 $113 $25|
3{Air Wisconsin Corporation $120,079| $132,442| $140892| 0.02% 0.02% 0.02% $3,124 $3,790 $3,669 $23
6]American Investigations $675 $1,162 $2,045| 3.19% 1.86% 1.05% $17 $49 3141 $22
8|Aviation Safequards $59.053] $55,064| $51,344] 0.14% 0.15% 0.16% ($370) $497 ($666) $83
10|CCAir Inc. $63,039] $66,233| $67,092| 0.08% 0.07% 0.07% $362 $96 $520 Mﬂ]
11|Chautaugua Airlines $41,512 $45,041 $45,124] 012% 0.11% 0.11% $1,313 $1.201 31,774 $50]
12|Coastal International Security 38,200 $10,374 $12,929| 0.26% 0.20% 0.16% (382} ($108) ($127) $21
13|Commute Air Personnei 368,182 $79.831 $77,803] 0.07% 0.06% 0.06% ($3,384) $1,064 $4,463 $44
14]|Day Detectives $8088] $711.346| $14603] 0.29% 0.21% 0.16% $2,401 $4,257 $5,026 $24
15|{GLH Airport Police $18,788] $23,770| $29,623] 0.12% 0.09% 0.07% ($278) ($367) (8430) $22
16|Great Lakes Aviation Ltd. $84,196 $109,670| $83,790| 0.09% 0.07% 0.09% $2,687| $12,823] $18.271 $75
18|Haynes Security $9,297 $10,335 §12,742 0.71% 0.64% 0.52% 3151 $199 $233 $66
" 25|0lympic Security Services $2953 $3,736 $4,656| 2.26% 1.79% 1.43% $86 $113 $133 $67
31|Reeve Aleutian Airways, Inc. $25,655| $27,259{ $29.638 0.10% 0.08% 0.08% ($1,517)] ($1.930) ($2,714) $24
32|Reno Air $250,148| $351,188| $387.,836| 0.01% 0.01% 0.01% $1,818 $2,031| ($11,628) $25
33|Trans States Airlines, Inc. $141,823| $189,871| $208,365 0.04% 0.03% 0.02% $11,668 $25,717 $24,690 $59|
34{United Safeguard $5,299 $5,633 $6,253] 0.90% 0.85% 0.76% $107 $55 $62 $i3]|
35/WestAir Commuter Airlines $123,199| $133,671| §133917| 0.02% 0.02% 0.02% $5,923 $5,420 $8,002 $26
37|Worldwide Security Associates Inc.|  $10,673]  $13 377 $16672] 0.53% 0.42% 0.33% $18 $24 $28 $56

Note: All figures in italics are estimates. The FAA is only showing data for the 19 screening companies that it has financial data on.
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(1997 Dollars, 10 Years)

TABLE C-5 -ANALYSIS OF SIGNIFICANT COST IMPACT: ALTERNATIVES I- 5

Annualized Cost of Alternatives Significant Econ.
1% of 1997 Annual Impact?
Screening Company Median Revenues | Alt.1 Alt. 2 Alt. 3 At. 4 Alt.5 (Yes =Y or No =N)
for Small Entities
Impacted by NPRM Status No Test No No NPRM | Alt. 1|Alt. 2 |Alt. 3 (Alt. 4 |Alt. !5
Quo Monitor | Supervisor |Amendment
Approval Approval

AP Aviation Services $296,830 $0 $24 657 $24,450 $24,659 $24,865( N N N N N
Air Carrier Services $296,830 50 $20,903 $21,111 $20,905 $21,111] N N N N N
[Air Wisconsin Corporation $296,830 %0 $22,676 $22,964 $22.681 $23,300] N N N N N
Airavada $256,830 30 $20,903 $21,111 $20,905 $21,111] N N N N N
fAiriine Security $296,830 $0 $24,241 $25,229 $24,198 $25229] N N N N N
tAmerican Investigations $256,830 $0 $21,354 $21,284 $21,356 $21,562| N N N N N
fAnimas Ground Services $296,830 $0 $20,903 $21,111 $20,905 $21,111] N N N N N
JAviation Safeguards $296,830 $0 $80,233 $80,045 $80,073 $83,041] N N N N N
"BISMAN Security $296,830 $0 $21,439 $21,636 $21,442 $21,855 N N N N N
ICCAIr Inc. $296,830 $0 $47,418 $47,948 $47,382 $49238) N | N | N | N | N
||Cbautauqua Airlines $296,830 $0 $49,007 $47. 616 $48,964 $49,995| N N N N N
||Coastal International Security $296,830 $0 $20,834 $21,042 $20,836 $21.042| N N N N N
f[Commute %ir Personnel $296,830 $0 $43,420 $43,555 $43,377 $44408/ N | N N NN
[Day Detectives $296,830 $0| $23,137| $22,844 $23140 $23553) N | N | N [ N | N
[GLH Airport Police $296,830 $0 $21,968 $21,644 $21,970 $22176| N | N | N [ N | N
[Great Lakes Aviation Ltd. $296,830 $0| 367,193  $74,439 $66,952] $75408) N | N | N [ N | N
IHarbor Airlines $296,830 30 $26,978 $27,263 $26,936 $28,174| N N N N N
Haynes Security $296,830 50 $65,104 $64,024 $65,109 $65,728| N N N N N
[Maxaero $296,830 $0 $88,133 $87,254 $88,008 $91,721| N N N N N
[Metro Air Services $296,830 $0|  $21,000]  $20,989 $21002[ 321208/ N [ N | NI N[ N
IMontrose Airoort $296,830 $0 $21,583 $21,780 $21,586 $21,999| N N N N N
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